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METROPOLITAN LIFE 
SET AN INDUSTRY REC 
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In 1983, Metropolitan 
ife attracted over $3 bil- 
lion of new funds—the 
most ever entrusted to a 
pensions asset manage- 
ment group in a single year. 

But 1984 is looking even 
better. In six months, 
we've broken the record 
again with over $314 bil- 
lion more. 

Together with our affili- 
ates, Metropolitan Life 
manages $40 billion in 
pension and tax-exempt 
assets. 

Not only are more com- 
| panies coming to us each 
day, but our oldest clients 
are staying. Over 50 com- 
panies have stayed with us 
for more than 40 years. 

And all our clients count 
on us for the kind of qualit 
performance that sets 
records. 

_ For more information, 
. call Vice-President Harvey 
* Young at (212) 578-6287. 
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What do West Germany's 
Greens do when they meet the 
wicked world?, pages 37-40. 
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Let them be seen 
The Sakharovs, page 12. 


Mullahs' mines 

Who put them in the Red Sea, 
and how to clear them, page 
19. 


Pick your PR 

Which electoral systems work, 
and which don't, page 13. Last 
chance for Israel's Shimon 
Peres, page 20. 


Judges balance 


Political issues more clumsily 
in Britain than America, page 
14. Miners strike on, page 47. 
Cheltenham judgment, page 
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Brief eclipse 

How the space-weapons talks 
that should have happened 
next month could still happen 
next year, page 11. 


Annual % change in: 


1963 65 70 75 80 84 


Commodity bust 

Bleak days for the world's 
miners and grain growers, 

page 55. And for Scotch 

whisky distillers, page 61. 
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Stocks boom 

On Wall Street—but with 
reservations, page 67. GEC 
buys itself, page 69. The 
Singapore securities beat, 
page 70. 


Money supply 
Britain's shrank. Yes, really, 
page 50. 


Middle America 


Mondale wants it, page 29. His 
exclusive advisers, page 30. 
His tax squabble with Reagan, 
page 31. 


Filipino feud 

Ruins prospects for agreement 
with IMF, page 69. 

Drugs fix 


Slows Britain's pharmaceutical 
research, page 15. 








Mimesis 
Supercomputers learn to 
model the world better and 
more cheaply, page 71. 
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Business, finance and science 


Business this week 

World Business: A boom that is not animal, mineral or 
vegetable; /ndia's oil; Textiles; France's and Japan's 
economies; Hutchison Whampoa; B.A.T Industries; Scotch 
whisky; Baron Bich; Pan-Am; Malaysian Airline System 
Business Brief: Bumiputra business 

Finance: Wall Street looks a gift bull in the mouth; Becker 
Paribas; Lloyd's of London; Banco Filipino; Share buyouts; 
ECGD; Singapore financial markets 

Science and technology: Supercomputers come out into 
the world 

Economic and financial indicators 
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Books plus and letters 
Books Plus: Mrs Patrick Campbell; Benjamin Britten; 


Philippe de Rothschild; Angelica Garnett; Contemporary | 


history; Musicals in America; China's film industry; David 
Cronenberg 
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ni = aim to become bigger in this. 


AES 1 Brussels 


a Pacific Economic 
lity; not in any rush, but 
ery ‘careful ey and 
ration. 

eg has been ما‎ is s being 


East Asian Nations, I advocated 
""communautaire—better, in- 
ter-communautaire” approach by 
| Europe to the wider Pacific basin 
ormation (of which Asean is an 
'stablished pivot). 
+ That would, however, require 
much more expert knowledge of 
the eastern hemisphere and more 
mpetent handling than the 
EEC has yet seemed able to 
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SIR— Trade between the EEC 
d Asean increased five-fold be- 









red exports to the 









ally; at twice their rate to 
pan) and now account for over 
40% of our total imports from 
T According . to the latest 









ing € ports (their 
d an As to 









pre can bs $ trade 


oping. countries “along the 
n: of. China" to "groan about 
üropean PE ی‎ T rpe 










munity grew even faster (in- 


$ 0 and Malaysia, and the sec- 
. ond largest in the Philippines and 


ailand. Not bad for “Little 
e" —but I agree we should 


mic region of the world. 
Commission, 
 LESLIE EIE SING 


۱ SIR—The current rebuff of Brit- 
e. ain by the European community 
^in the matter of the refund con- 
a . trasts. sharply with the D-Day 
; celebrations a month and a half 
ی‎ on | the aim öf a 


ago. If Europe rebuffed the Unit- 


ed States so. callously, the United 


. States would be out in a trice. 


wi | the EEE of South & 


een 1973 and 1983. Asean | 1 
he for a brotherhood that should 


„or Australian or New 


What is singular is that no 
British or American or Canadian 
Zealand 





at voice has been raised in avour of 
an Anglo-Saxon association for 


trade and culture. Aside from the 


common possession of the world 


language, consider that th Wo 
leading financial centres 
world are in English-speaking 
countries (the third also, if Hong- 
kong counts as such) and three of 
the world’s top six oil producers 
are in Anglo-Saxon countries, as 
is a high percentage. of the 
world’s intellectual and technical 
creativity. 

The joint possession of English 
common law (except in Scot- 
land), a high view of standing up 
for unpopular rights and individ- 
ualism, common notions of fair 
play and—above all—a unique 
history of representative govern- 
ment, personal freedom and pro- 
tection from the state (freedom 
from identification cards and no- 
tifying the police when you 
change your address)—all make 





have been discussed more than it 


le A sean gures, the com-. 


y give grounds for the . 


| Europe. without Britain; 


West | 


th t it ۷۵۹ Balboa who stood ae 
e week in December aud d feet wood in Î h 


has. .. 
As North America turns to its 
Pacific side, 


I would not want to live in a 
but if I 





were British, 5 
dumbfounded. 5 





would _ be 


Berlin 


 SiR—Will you English - never 


learn? More than 150 years after 


Keats's erroneous sonnet that at- 
the Pa- a 





tributed the discovery. 
cific to Cortez, The Economist is 
perpetuating this bit of misinfor- 
mation. Those of us who live here 
on the shores of the Pacific know 


. on the American presidential ,, ۱ ۱ 
. . campaign serve up conventional 4 


wil Britain be 
stranded between it and Europe? 


` but IL believe that the Republicans 


` call it better than 50-50 for Mon- 
CHARLES-J AMESN. Huge ۱ 


defeats cama s ag : 


Printers Sdn. Bhd, Times Jurong, 2 Jurong. Sir 
r Ltd., شم و‎ ey p. Q: Box 190 : 





far south as Darien t to ees that ۳ 











































“wild surmise” ۱ 
Los Angeles : = A.H 
Mondale v. Reagan 





SIR— Your two articles (July 21st) a ۱ se is written about ‘ ‘nega- 


s”. The American public 
sally want Reagan, say 
they just despised 
ted pun out ed 





wisdom. The current trend. is tc 
























and its candidates on the 
hand, and to stress Mr Reagz 
personal popularity on the othe 
Here is a different assessment. ^. rà 
1. The recent Republican. presi- E 
dencies have produced few signs © 
of permanent defections from the | 
Democratic party. a 
2. The convention was an out- 
standing public relations SUCCESS, je 
especially in the final stages... ^. 4 
3. Unity was the product of Mr % 
a | ion ness and skill in... 


MAE de but Tate de mieux. Mr 
Mondale picked her against con- , 
ventional wisdom and knew what - 
he was doing. Thus he has pro- 
duced a balanced ticket in more dx 
than one respect. Mrs Ferraro اس‎ hat 
will make the best vice presiden- Moore 
tial candidate on record. - Bs 
5. The Republican administrat- "EH 
ing is tired and boring. Its con. © 
vention will have nothing to offer ` 
except the Reagan masks--the ^...) 
jokey one and the oh-so-serious po. 
one. It is becoming. increasingly E 
apparent that Mr James Baker is 
running the country while- Mr 
Reagan is shoved out on the 
stage, where he is happiest, with 
a regularity that is almost me- 
chanical. What spirit can the Re- 
publicans draw on in this cam- 
paign? Their sole asset is a shaky — 
economic recovery induced by . 
wild spending on armaments and | 
a vicious inbalance of trade. 3 
As for election odds? A hun- |: 
dred days is a long time in politics — 





their m em ; along with. a 
ne of the above vote. Tt 
۱ Mid sho oot stabilis: 






ya a negative 

id coun exactly as that, 
ote against: a given candidate 
ie, and would be subtracted 











































will end up on the defensive. I HONEC MAS 
These have become an almost . 
dale-Ferraro. و مه‎ co of تست‎ 


New York GEORGE A. ELBERT 






SIR—On the presidential ۱ level "nal 
the Democratic Leid in a ne rica |! indu ۱ ludes s 
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ben that 1948. p the key | . Tel 014936 
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Via delle Terme wes Caracalla, 


: responsible f for 3 superintendents and: ۱ 
. above divisions, and for the. supervisi m and | control: of s a 
l departmental budget ofc$12m. = ۱ 


` QUALIFICATIONS: Substantial managerial experience with ۱ 
. responsibility for plant technical functions ina mining or heavy 
industrial complex, © preferably: overseas. Engineering degree/ 
_ diploma. Working knowledge of French essential. | 


۱ SALARY: Very attractive salary. payable i in Us dollar: viis 


[. NN Rome, Ita 


Our client; an internat 


nal bauxi Mike: sonitum with ۳ port, mine ard residential facilities i in West Africa, e 


BB the following senior executive post, | 


few MAINTENANCE: SERVICES ss] p 


-major mech. and elec. work: 
diese power generating statí 
communications & electror 


SITION: Reporting to the Operations و‎ Deor Git be 
300 employees in the 


25% local currency. Minimal tax rátes. oe contract, 


È renewable: : 


۳7 project engineering ۳ afull | 
alle engineering disciplines 


BENEFITS: Company وی‎ p. 


furnished. ز‎ ccommoda ion; s 


facilities; free m n i: 
for children up to age 14 and substantial educ a: 


' for older children; 6 weeks, annial leave. with p 


Coastal location. 


London interviews by client representative i in. he. M 
future. 3 


Please write with full personal and career details quoti ng. 


3014/E to: 


E Philip Smith 


A. ah P Manpower Consultants ۱ 
854 8 xen. ples London SWP Y 6D 










condi: ions. 'Since then 
and- Costa: Rica have 
g d an agreement on joint 
t border supervision under the aus- 
Dice: e Contadora group. 

The Nicaraguan opposition, 









e democratic or otherwise, “bas : 


۱ have “both اس ود‎ their 









us ial candidates for the elections on 
Or. November 4th. The Democratic - 


th Co-ordinating Committee, hav- 
e i ing refused to register its candi- 
date for. president, functions 
openly. - 

The "contras", whom you dé- 
Scribe as a credible 15,000- 
strong guerrilla force", have a 
. record of murder, torture, rape 
2 and abduction. They are com- 
 manded by former officers of 
 Somoza's National Guard and 
~ have virtually no support in Nica- 
- ragua. Their numbers have more 
. to do with the millions of dollars 

| of. “covert” aid poured into an 
 impoverished region than with 
any democratic or humanitarian 
- convictions. 


l London 
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uite accurate from. ihe perê € 
: 1 او دس‎ Jewry: i Br azil 5 
| SIR—Vice-President Aureliano 
0m Chaves of Brazil has never been 
following y year receipts: تیلم‎ “the government's preferred can- 
and began to go upwards again didate” (July 7th). He declared 
only at the beginning of the. his candidacy against the wishes 
1980s. A goal of $1 billion is now of President Figueiredo, who dis- 
projected, but there is oer likes him intensely, campaigned 
t it can be reached’ for direct elections against the 
wishes of the government, and 
was titular head of a large dissi- 
dent faction of the government 
S i g PDS party. 
tie claim of Robert Gold- --. Your special correspondent i in 
(Letters, July 7th) that the "Brazil asserts that "President Fi- 
sh citizens of israel en- gueiredo’s attempt to turn over 
| , power to a handpicked successor 
( | .seems likely to be frustrat- 
0 anes e ed". If he had a successor in 
۱ 90% of the area of < mind, he has been frustrated for 
d Several months already. No ana- 
lyst has given the interior minis- 
ter, Mr Mario Andreazza—who 
was believed to be President Fi- 
zi j gueiredo' و‎ man—a chance at the 
nomination. 


are New York. 


. Sri Lanka 


: SiR—Your Teport on Sri Lanka' S 
"caste war" (July 14th) was inac- 
curate, tendentious and mischie- 
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i M won has never been and never 


ree. Will be anything approaching “a 


caste v war" in the political life of 





-I Lanka are not madi 





and caste. 

Pinner, - 

Middlesex DR ANANDA E DE ESI 
i ` Muldoonery - 


.hard issues and take the hard he 
decisions. He was precisely th 


vous, Caste certainly plays à sub- ` 
tle role in the political and social g 
fabric of Sri Lanka, as in. many 


| ‘brings to his high office ar 
other Asian countries. However, © Bı 


“Ene people. of Sri U- 








Polarisation © 
always. been. between ight 
and the left, mot between ca 





















2 “sIR~The writer of your leader on str 
۱ New Zealand's. outgoing rime . weapoi 











not giving an impartial des 211](- 
tion of the realities affecting the. 
New Zealand economy duri 
Robert Muldoon's term of office: 
Those realities determined mos ss 
of the options available on 5 
internal and external scenes. > 

The election results actual j tt 
show a very Solid block of 3695 - he 
voting for Sir Robert. The end bos 1 
result was due to an extremist. woul 
group split from Sir Robert'spar-. sons: 
ty. The election was not fought or 0۵ 
won by the Labou party on 


































 Robert's economic management, p 
nor was that the - the 1 
attack by the splinter group who SIR 

















were disaffected largely by Sir serî : 
Robert's constraining fiscal poli- ۱ his unrele 18 ndeavours to get 
cy as it affected them. - Italian art the Ge à ir 

Your leader amounted to a hands on ee the war back to 
calumny on.a man who has i of t oiga Oe Ue ; 
served his country well above H ; 
most others and, in the process, “sir 
was determined to tackle the (2 



















opposite of a populist—no poli: 
cal commentator could ever have — : 
persuaded the electorate to’ ac- en hin there in Mov tor recoup 
cept that criticism of Sir Robert, the: rt tre rich had disap- 
In short, the result reflected a ily during the Na- 

hope that return to the soft op- p | . Canova’ S SUCCESS . 
tion and the close-at-hand alter- 
native might offer a solution or at 
least a change; = > x 




















P redii was 0 grateful that he. 
.. made Canova qui of f Ischia 
for: it. ae. 

















Wellington, i ۱ ee 
John Turner 


SiR—The description of Cariada'à s 
new prime. minister, Mr John 
Turner, as “an immigrant from t of the items he cc ie 
Britain" (July 7th) is perhaps . ed upon. in- ‘his late "years had ` 
liable to misinterpretation. Mr- را وی‎ from Adel in. thE n 
Turner's English father married 5 T 
Phyllis Gregory, a native of Brit | 
ish CUm. when. eae! pma s wi ishin 













when John. was pleni tinis 
old, and Mrs Turner returr 
Canada a year later 
children. So Mr Tumer: 


heavily influenced by 4 
birth and upbringing woul d 
ly appear jones E 
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The faces most people readily associate with Australia, 
are those of suntanned resolute individuals, like the stockman, the 
aborigine, and the surf lifesaver. But the image of the international 
financier is not often attributed to an Australian. 

And yet it should be. For one Australian bank, the 
Australia & New Zealand Banking Group Limited, has been to the 
forefront of international banking for almost a hundred and fifty 
years. And during this time has built a reputation every bit as 
formidable as Australia's legendary champions in sport. 

Against international banks in the highly competitive 


nide an Australian 
among the le: : in onal banking: 


۱ 
A 
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world of finance, our past performance, wide experience and 
expertise have made us market leader for international banking 
services in Australia and New Zealand, and placed us among the 
top banks in the world for efficient and professional service. 

Not the biggest for sure, but innovative, flexible and 
adaptable to suit your international banking needs in the world's 
major financial centres. So, if you're looking for an international 
bank with strength and flexibility, with a highly professional 
approach and the latest technology, you should recognise ANZ as 
a leader. Put us to the test. 


ANZ The bold face of Australia in International banking. 


ADMINISTRATIVE HEADQUARTERS - AUSTRALIA - 55 COLLINS STREET. MELBOURNE, VICTORIA. NEW ZEALAND - CNR, LAMBTON QUAY AND FEATHERSTON STREET. WELLINGTON. 
LONDON, FRANKFURT, ZURICH, NEW YORK, LOS ANGELES, CHICAGO, HOUSTON, TORONTO, SINGAPORE, HONG KONG, TOKYO, PAPUA NEW GUINEA. FIJI. HONIARA. VANUATU 
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Space wedding delayed ۲ 


The remarriage tentatively arranged between America 
and Russia for next month will not, after all, take place. 
An exchange of private messages between the two sides 
seems to have put paid to the talks about space weapons 
ich the Russians proposed at the end of June, and 
esident Reagan accepted within hours. The hope that 
the east-west divorce might thus be partly repaired in 
Vienna on September 18th has been lost. What went 
wrong, and how might it be put right again? 

The original Russian proposal, earlier this year, was for 
a negotiation limited to anti-satellite (Asat) weapons. 
The Reagan administration, which would be helped back 
into office by any sort of arms-control progress between 
now and the November election, went along with that. 
Then, on June 29th, the Russians extended the scope of 
the proposed talks by referring to the **militarisation of 
space", which seemed to mean not only anti-satellite 

evices but any sort of space weapon. The Americans 
agreed, but tacked on the provision that they would also 
feel free to talk about nuclear missiles (which are not 
technically space weapons)—an obvious manoeuvre to 
get the Russians back into the missile talks they walked 
out of last year. The Russians rejected that, and chucked 
in their own precondition: a moratorium on testing any 
kind of space weapon while the talks were going on. 
Pptember 18th was off. 





Where America should give . . . 

This is a pity. Both sides have an interest in putting a lid 
on the space arms race before it gets out of control. 
That requires a shift of position by both. 

The necessary American concession starts from the 
fact that anti-satellite and anti-missile weapons are not 
the same thing, but some of the ideas now being 
examined by the scientists could serve either purpose. It 
is therefore desirable to talk about both sorts of 
weapons in the same negotiation. So far, on the Asat 
front, both sides have worked only on low-altitude 
devices that can reach 100 miles or so above the earth. 
Such weapons could attack only the reconnaissance and 
electronic-intercept satellites of the other side. Knock- 
ing these out would not seriously affect either country’s 
ability to fight a war. The really important satellites are 
the early-warning and communications types, which fly 
much higher than today’s Asat systems can reach. 


The United States could thus afford to accept an anti- 






suffer. An early ban would also answer most of the 


plausible umbrella against missiles will be horrendously 
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satellite ban now, even if it is true that Russia has 
already developed a crude low-level device and Ameri- 


ca has not. If development goes ahead, however, a real 
race could be on. Devices that could attack the vita 
early-warning satellites will be produced, at great 


expense, by both sides—and both sides' security would 


Americans' worries about how to check that an agree- 
ment was being observed. Any further development by 
either side would involve testing, which is fairly easy 0 
detect and can be forbidden by east-west agreement. 
But if much more testing goes on in the absence of an 
agreement, the race will be too far run to halt. So yes to 
an anti-satellite ban. I 

The argument for moving on to anti-missile weap 
rests on three propositions. First, it may not be possible. 
to produce a system of anti-missile defence that can 
knock down 90% or more of the attacking warheads 
(and anything less is not worth doing—10% or even 5% 
of either superpower's arsenal could devastate the 
other). Second, the attempt to develop even a half- 
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expensive. Third, a competition to build an umbrella 
could, in the jargon of the business, prove to be 
“destabilising” even before the umbrella was complete. 
The American anti-missile programme announced by 
President Reagan last year foresees several layers of 
defence. The most important layer is the most distant 
one, over Russia itself, when the missiles are just taking 
off. Take-off is the ideal place for interception. Missiles. 
are large targets; they move slowly and send out a huge 
plume of heat that is easily detectable. They also 
present far fewer targets than their multiple warheads 
would do later in the flight. The trouble is that it is 
necessary to shoot down a large number of missiles at 
this early stage; and it is not at all clear that the high- 
energy lasers and particle-beam devices which are 
planned to do the job would actually work. 
Many experts say flatly that particle-beam systems - 
will not do the job because they cannot be made 
accurate enough, because they need enormous amounts 
of energy, and because the Russians can anyway find 
ways of blocking particle-beams. Lasers may be equally © 
troublesome. One eminent American scientist, Mi 
Kosta Tsipis, has calculated that a high-energy laser - 
system would need at least 3m tons of fuel lifted on to — 
14 
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platforms, and that 10 space shuttles making 
_. three trips each a year would need 3,200 years to do it. 
. . There is also the “destabilisation” risk. Whether such 
_ devices can ever be made to work at a price anybody 
- can afford may be less important than whether one side 
- thinks the other is about to make a breakthrough in 
— developing them. If Russia came to believe that Ameri- 
_ Ca was near to fielding a system that could knock out 
98% of all incoming Russian missiles—unlikely though 
_ that now seems to western scientists—it might conclude 
- that this would open the way to a more or less 
— retaliation-free American attack. There would then be 
1 pore in the Kremlin arguing for a Russian first strike 
_ before it was too late. Others in the Kremlin would 
— correctly reply that this would be mutual suicide; but it 
- would be a nervous moment. 
` 2... and where Russia should give 
— This is where the Russians have to make their conces- 
—^sioh. Russian short-sightedness has conspired with 
- American election preoccupations to kill the September 
— talks. The American election will be over in November. 
_ If President Chernenko's men can then bring them- 
— selves to realise that Russia needs to talk about the 
| nuclear problem as a whole, the decks may be clear for 
= another try at negotiations in the new year. 
— The Americans need not continue to insist that both 
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P Russia's KGB has a credibility problem 


__ It was good that reports appeared in the world's press 
- this week about the condition of Professor Andrei 
Sakharov and his wife, Mrs Yelena Bonner. Not 
because there is any less reason for anxiety about their 
| fate; but because the Soviet regime's continuing efforts 
_ to get its version of the matter accepted need to be 
— . continually challenged. 
= — Mr Sakharov's stepdaughter voiced doubts about the 
— reliability of the first reports that emerged this week. 
-— On August 6th foreign correspondents in Moscow were 
_ told, by persons whose names could not be divulged, 
| that Mrs Bonner had succeeded in communicating with 
| her friends for the first time since May, when she was 
revented from leaving Gorki, the closed town to which 
. her husband has been confined since 1980. On August 
| 7th other anonymous sources in Moscow spoke of two 
_ letters from Mrs Bonner received by her friends there. 
__ She was said to have sent word that she expected to be 
| tried soon on a charge of “anti-Soviet slander”; and that 
__ her husband had ended the hunger strike that he began 
. in May, but was still being held in a hospital. 
= Any letters sent by Mrs Bonner to her friends could 
- have got through only if the KGB wanted them to. Why 
_ the Soviet political police should have sponsored any 
. such communications, after keeping both the Sakharovs 
incommunicado for so long, is not clear. But two KGB 
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missiles and anti-missiles should be discussed in the 
same meeting (both subjects are so horribly technical 
that they are better discussed separately). But the 
Russians will have to accept that it is pointless to talk 
about defensive anti-missile weapons without also talk- 
ing, somewhere, about the attacking missiles them- 
selves—because the two things are connected both in 
logic and in military planning. 

They must also come off their insistence on a 
moratorium on anti-missile development as a condition 
for talking at all. This Russian demand amounts to 
asking for a major American concession—because the 
Americans are technologically ahead in this field—in 
return for sitting down at the table. With a moratorium 
in effect, there would no longer be an incentive to 
negotiate a ban on anti-missile work. The Russians 
could exercise a veto over American development 
simply by dragging the talks out. The old rule stands: if 
you want something from the other side, you have to: 
negotiate for it. 

If both Russia and America can ease (۸ 
into more missiles-and-space flexibility after Nove 
ber, next year could find them talking about a sub- 
ject of huge importance. That would help to lure 
Russia out of the sulky hibernation of the post- 
Andropov period. Let the invitations to the opening 
ceremony be prepared. 












aims seem likely: to try to assure world opinion that Mr 
Sakharov is not dead or dying, and to prepare it for a 
show trial of his wife. 

The Soviet authorities would prefer there to be no 
discussion at all, anywhere in the world, about the fat 
of two of Russia's leading campaigners for basic huma 
rights, one of whom is also one of Russia’s most 
distinguished scientists. However, the KGB has found 
that it cannot gag the whole world. The greater the 
uncertainty, the greater the articulation of anxiety. So 
the authorities in Moscow have had to put out several 
stories designed to soften up, mislead or at least confuse 
both the international audience and the domestic Soviet 
one. | 

Only two weeks ago, for example, they circulated a 
claim that Mr Sakharov, far from needing hospital 
treatment, was in such good health that he was “‘work- 
ing hard on scientific projects". Earlier, the editors of 
Izvestia—implicitly admitting that many Russians had, 
somehow, learnt of Mr Sakharov's hunger strike—had 
accused his wife of forcing him into it, and savagely 
branded both of them as “degenerates”. 

None of that stuff reduced concern about the fate of 
the Sakharovs. In July, moreover, there were alarming 
reports that a prominent Soviet psychiatrist, Dr Vladi- 
mir Rozhnov, was supervising the forcible treatment of 
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| i, far worse to denies. The 
| put two big political groups, 10 micro- 






ts in their national parliament. President 
og might spend years sticking glue on to the 
, but he cannot possibly squeeze them into a 
lly coherent shape. Most Israelis did not intend 
either for a national coalition, or for a factional 
ion hobbled by two or three rabbis. But that is 
what their system of fanatically proportional represen- 
1 tation (PR) has produced.. 

. Electoral anti-reformers in countries like Britain, 








resentation, will argue from the Israeli debacle that PR 
cannot work. They will be wrong. PR can and does 
work, in its more sensible forms, provided it is not 
Proposed as a democratic cure-all. ۱ 

-= The Dutch have the same extreme version of it as the 
:] Israelis. The entire country is taken as a single constitu- 
en cy, within which all L param aan I seats are handed 





















:le men tary Pentex me uneasy 
coaliti n bedfellows lem. mean that there is no effec- 
political leadership (which, for example, makes 


allies by dithering over cruise missiles). Imperturbable 
atch civil servants carry on governing, and the Dutch 
still tich and placid enough to.bear the economic 
je that their politics contribute to. They also still 
k of themselves as socially homogeneous, as Israel 
egrettably stopped doing. 





untry approaches to PR. 


ur tests, and four models : : | 

"our main tests should be applied. to rl REY 

lectoral systems—but note that presidential systems, 

e America’ Sor France's, do not have to ay 

likely to produce workable e 
ost voters think it fair? © .—— 
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. only one: way the S 


s to prepare aha Mn victims for - credibility gap: by ceasing to violate the 


communication to the Sakharovs. 


e one-person fragments of opinion into 


with its own system of absurdly disproportional misrep- 


vee: who is then Sociale? slotted 3 


"Otherwise sensible Dutch politicians infuriate their Nato ther support realistically behind one fr O 


@ West Germans vote twice on t 


Still, nobody. in. any _ 


à . preference. There are safeguards for : 
er country would dream of enitating ! such ae 


organisations, and a threshold (5% of to 


| them, ensuring “that those 


ic. The British province - 











solemn pledges, and granting the right of genui 







flunk the last, which may be peculiar t )co 
Anglo-Saxon political tradition. The S 
seem happy with choices based not on. 
on party lists. So are the Italians. Italy us i 
feeble governments not because of its way 
regional lists, but because more than a. 8 
people generally vote for the Communi 
ruled out of coalitions with the other main 

There is no perfect system. But on 
Britain’s own national. electoral lot 
known as first-past-the-post. It fai 
second and third tests. That is why Bri ish 
looking abroad for better models. Their Pp 
options now are on export offer from Australia, F 
West Germany and Ireland. With apologies | for 
simplification, here is how they work: 
@ Australians cast two votes, one for the c: 
they really want, the second for an alternat 
preferred person is a no-hoper, the second | 
the vote. The arithmetic shows. یش‎ thig is not 
















































candidate. The En Hii * voting máy 
outright winner, with over half the c 


for a constituency representative, wh 
first-past-the-post: second, for a p: rty 1 
pack the Bundestag with nominees so. as 
balance corresponding to the entire electo: 


















or three: directly-elected members) to 
small fringe movements. ee: 
e The Irish ge numbers i in n order of fp 





on the whole. prefer: gel 


system, except for élections: to the Bri 
where it might spoil: the rest of the 


: dun half 
h one. is wholly so 
its efficien by some fiddling to 
constituencies small, so that results there less 
reflect the voters" will). 
relevance to Britain of the German and Irish 
vis that they operate in countries with British- 
wo-plus-a-third party set-ups. The Germans have 
ced the odd result that every government since 
has been a coalition including the tiny Free 
cratic party, which has never won a single direct- 
ted seat. The British prejudice against party 
would surely rule that out. Against that, the 
of the budding Greens (see pages 37- 41) in 
parliament in 1983 may show how a new 
al current can flow with the mainstream—which 
e good news. In most other countries ecological 
ments demonstrate noisily outside the parliamen- 
ystem; so they remain more irresponsible than the 


tice political? 


That it also, in gafes early 1980 80s, p oduce 
leading to three general 
their ees eer of 


better. Unfortunately, even i somebody manifest yi is, 
the strongest resistance to reform w ی‎ come from. ies 


es are not as sophisticated as American ones when 


a dling cases with a political content 


acon, I think, once said the judges were the lions 
der the throne, but the house of lords has reduced us 
mice. squeaking under a chair in the home office.” 
us, in 1941, did Mr Justice Stable write to Lord 
kin. after Atkin's famous dissent in Liversidge v. 
erson. Alone among the law lords, Atkin had held 
ven. the notorious Regulation 18b, under which 
pected wartime security risks like Sir Oswald Mosley 
d be detained without trial, did not give the 
nment unfettered power. | 
-failure of the court of appeal to follow Lord 
's view in the GCHO case this week has been 
d:in some quarters with dismay, in others with 
The happy ones include not only those ministers 


servants who believe that their decision to ban. 


unions at the government's secret-service commu- 
ons centre at Cheltenham has now been vindicat- 
also those left-wing politicians eager for evi- 


the judiciary can do no right. “Tame Tory 


Me Mar ‘lannery, MP, called them, just 
parliame: origin ap; and | got ی‎ from 


hips do not ike ihe usual ages army of 
will support Mr Flannery. | 
vill be ی‎ Mr Justice Park, h fined 


pe kept t to its own hund book 
.Mr Jı ustice Glidewell 


ninistrat law judge, 
has just made a وی یا ی‎ nuisance of himself to the 
government. He ی‎ the "Child 


social security' S failure to > repay uppler entary benefit : 
to claimants. When the department then said that to- 
meet all the claims would require another 420. civil 
servants, and. cost £4. 8m, the eed zm: it d m 


tions, he said, But he cold. not. 


Who can review? "Aaa 
The judges, in other words, aii 
assessment of the policy or ‘le isla 
other government. Id: deb 
mo with t new venom 


arca power Soret 
of the court of appe: 
ing. It held that, dn m 













the ub GRO af the ban. |‏ یه 
ng on the way it was carried out. he‏ 



















































_ may move in. 


fore Britain's national health service - 


i: Do not be taken in by the tinkering with dive prices by 
_ Mr Kenneth Clarke, Britain's health minister. Suppliers 
. to Britain's National Health Service are still in clover. 

. Profits are guaranteed by the government's refusal to 
- dismantle a drug-pricing regulatory system that keeps 
prices. high, promotes inefficiency, 

against research, and is wide open to corruption. 

_ Outsiders can only guess at the damage. The exact 
| Fules, as is customary in Whitehall, remain secret. 





Under the Pharmaceutical Price Regulation Scheme 
& PRS) drug manufacturers are free to set their health © 
.as they wish, so long as their profits | 
rate of return set by the department. 
y. For no good reason, the 









target. allowed to each company is secret, but it varies 


mployed. If firms earn up to a third more than their 
allowed targets (ie, up to 28% for some companies) the 
. government may or may not claw back the excess at its 











parate "British" and. "non-British" costs and reve- 


ninistry and their chums in the industry. 
The most obvious, but least important, criticism of 


` argued the targets should be reduced to 1796, the rate 
which the British government allows to. defence con- 
-tractors on projects which are commercially risky. Even 
hat would be kind to drug companies: a system in 





rly fraught with risk. 








that role would somehow give credibil 


-— power cannot be wished away, and. the 
. judges is to decide how to exercise it. The 


o ی‎ the ی‎ S action. 1 not, s the — J 
. Supreme Court brings to political matters. 


` Buafantëed profits for suppliers are the wrong medicine 


manufacturers little incentive. fo 


discriminates. drugs. Companies need not bot 


_to find cures for arthritis and cancer is to 
directly reflect: success. in R&D. And altho g 


. the number of new drugs coming on to the 


ip to a maximum return of 21% on historic capital | 


.. own discretion. Who gets what? That cannot be gleaned 
from. published company accounts:since these do not 


es. The taxpayer has to trust civil servants at the... 


RS. is that these permitted rates of return are too - 
gh. The commons public accounts committee recently. < 


| the customer conspires. with his supplier in a 
on-proof industry to make sure the supplier - 
ood profit would not strike یت‎ 0 

E ue practice: when it pays for prescriptions it o 
4 macists to provided cheap substi 


judges have a role. in the political st 
nation. They fear that to come clean oi 







leaders' claims that the judiciary is an instru 
Tory party, the bosses or whomever. But Br iti: 
have been constraining arbitrary power, ex 
government or baronies, old and new, at. 
Lord Chief Justice Coke. challenged: J : 











for them to worry about turning into a ki 
can supreme court. ‘Britain is a whole w 
can constitution. away from that. But it- 
some of the sophistication and hone: 






out of line with prices in site rest e the 
cost less in Italy and France, but more in 
and in America. The most important 0 
is not that it has boosted prices bu 








products. when they are allowe 11 
ones. The best way to. encourage comme 











drugs should mean high profits, the minis 
it thinks the converse is always true: de 
profits since the breakthrough discoveries 





year has declined sharply. 





In place of secrecy, the market : 
The present system does not destro 
ing behaviour. It simply redirects 
of foreign drug multinationals. 
inflated prices for the raw mate 
parent companies. Profits in Br 
by loading costs. into. their British o 
companies can effectively evade their pro 
make more money offshore. Mr Clar 
E this rigeed transfer pricing goes 








tigate. What did they find? Mr Clarke declin 
their findings known to the taxpayers who pay 
Attempts tó shore up this rotten structure 
The department of. health has toyed with th 
generic drugs—the chemical equivalents 1 
brand-name drugs whose patents have expir 
refused, though, to follow the American £ 











ubstitutes in pl. 
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- products when the doctor does not specifically prescribe 
. otherwise. Instead, the ministry has started a campaign 
- to persuade doctors that pricey pills in nice bottles are 
—. not necessarily better. Thanks to the PPRS, even if this 
= campaign did make doctors more cost-conscious, it 

- would not save the health service money: the compa- 
- nies would restore the profits they lost through substitu- 

_ tion by raising prices on other drugs. 
= The government's recent measures on “parallel im- 

porting” look beside the point. Pharmacists can make 
. profits by buying cheap drugs from Europe and charg- 
_ ing the national health service the “official” British 

. price. The department can now claim back some of the 
_ pharmacists’ excess profits. But drug companies which 
! Tam sales thanks to parallel importing can still shove up 

- prices on other pills. 
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Enough firms are entering or expanding in the drugs 
business to bring in a new era of competition. As drugs 
discovered in the 1960s come off patent, the spread of 
substitutes and imports will drive prices down wherever 
market forces are allowed to operate. Let them. The 
health service and its suppliers should strike prices drug 
by drug, just as sellers and buyers do for other products. 
Britain’s drug companies see the PPRS as their comfort 
in old age, but the taxpayer owes them no such pension. 
If the government thinks otherwise, it ought to defend 
that policy explicitly, not embed it as top secret. This is 
not a national security issue. It is, however, an issue for 
a free-market Conservative government, which should 
recognise that too few price-conscious forms of compe- 
tition have been devised within the national health 
service. 


` How to tell whether Mr Mugabe's party congress has blown him the wrong way 


- Does it matter for Zimbabwe what happens at Mr 
- Mugabe's party congress, which ends when most people 
- will be reading this article? On the face of it, not much. 
- Mr Mugabe's leadership will be hailed as great and 
- glorious, and power will be even more heavily consoli- 
_ dated in his hands as he begins the promised shift from 

prime minister to executive president. He and his party 
_ number two will nominate a 15-member "politburo", 

and the key central committee will triple to 90 mem- 


_ bers. Bold declarations will pledge socialism of the 


۳۹ 
5 “scientific” variety. Once again, Mr Mugabe will prom- 
_ ise the single-party state. Under the banner of his Zanu 
_ (PF) party, life—and a bit of death in Matabeleland— 
. will go on. 
Nevertheless, a bad Zanu congress could be a turning 

- point. Zimbabwe is in slightly better shape than it was a 
- year ago. The country's commercial farmers, most of 
_ them white, seem to be surviving the great drought. Mr 
Mugabe is doing something about corruption and 
_ bureaucracy, by sacking the worst crooks and shorten- 
_ ing the list of ministers. Too many whites are still 
leaving but the stayers have been cheered by the 
— demotion of the firebrand home minister, Dr Ushewo- 

Kunze, and the dropping of the education minister's 
- plan to enforce a 60% black majority in every school. 
_ Despite the insurgency in Matabeleland, the tribally 
- mixed army, still trained by the British, has refused to 
fall apart. Much of this good news, however, could be at 

risk if Mr Mugabe's congress has gone wrong. 
: Who's rising? 
The problem is not the creation of that politburo, or 
. other paraphernalia smacking of Moscow or Mao. Even 
- successful, moderately tolerant one-party African capi- 
. talists like the Ivory Coasters have such things in their 
_ Systems. There are two danger signals to watch out for 
 asthe congress ends. One would be the admission to the 
16 


politburo of febrile left-wingers such as Mr Edgar 
Tekere, the party’s disgraced-but-now-climbing-back 
former secretary-general—or, worse, promotion for the 
party's pure gangster element. The other tell-tale sign is 
the explicitness of the congressional resolutions. If their 
egalitarianism is vague and flowery, fine; if they are 
clear-cut, detailed and specific, Zimbabwe could be 
nailed into a socialist box which will suffocate it. 

It will be particularly bad if Mr Mugabe lets the 
congress corner him into setting up a de jure single- 
party state before the constitution allows it—which, 
unless **all members of the house of assembly” agree, is 
not until 1990. Of course, Mr Mugabe's party is already 
the only one that counts. Many of Mr Nkomo's party 
offices in areas where his support overlaps with Mr 
Mugabe's have recently been closed (or burned). Bish- 


op Muzorewa has been locked up for no known good. | 
reason. Mr Sithole, once Mr Mugabe's party leader, _ 


thinks it prudent not to return home from abroad. But a 
formal one-party Zimbabwe, rammed through by 
strong-arm tactics and by sly just-legal interpretations 
of the constitution, would have a devastating effect. Mr 


Mugabe would be seen to have broken his solemnly 


written word. The confidence of the minorities, black 
and white, would dip further. 

It was always obvious that Zimbabwe would eventu- 
ally go one-party. That is what most Africans think they 
like. It is presumably not unconnected with the fact that 
no African one-party leader has ever been peacefully 
ousted from power (though it must be added that of the 
handful of multi-party members of the Organisation of 
African Unity only little Mauritius has actually ejected 
its ruler at the polls). But there is a wide range of one- 
party states. Some are quite kind, almost pluralist- 
minded; others bloodstained and intolerant. Despite 
the Matabeleland blemish, Zimbabwe is still nearer the 
first camp. The party congress willing, it can stay there. 
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' of Victoria, the coal has 

significant potential for a wide 


range oi omer appucanons. 


recently announced policies 
and strategies to improve the 
business environment for in- 
dustry and to work with private 
industry to foster development 
ot coal-based industries 
Now, 5 million tonnes ol 
brown zoal per year can be 
supplied for industry by the 
Coal Corporation of Victoria 
irom a major new open cut 
jperated by the State Elec- 
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wid cost, high purity or- 
ganic carbon feedstock avail- 
able in commercial quantities 
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Melbourne, Victoria, 3000 
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OUR LEVANT CORRESPONDENT 


men of violence of Shia Islam seem 
have launched another offensive 


je west and the conserva- 
ents of the Moslem world. It 
a group of Shias who hi- 


rench airliner to Teheran on 


lone, that would not mean a 

acy. But the shadowy group called 
Islamic Jihad, which is assumed to 
nsist of Shia extremists originally based 
n Lebanon, now says that it is responsi- 
ye for laying the mines that have been 
jaging ships in the Red Sea for the 
‘few. weeks. The next question is 

: whether the government of Shia Iran is 
- involved. The mine-layers could be either 


agents. of the ayatollahs, or merely free- 


. lancing enthusiasts for them. 
— In the month since July 10th, shipping 
in the Red Sea has been hit by 13 mine 


` explosions. Five ships-struck mines in the 


- Gulf of Suez; the other explosions took 
place between 600 and 1,200 miles away, 
Jeddah past North Y from the Saudi dais 


 Earlie: - exploits claimed | by the Islamic 
ih bad include the: ی‎ attacks « on 


ictive e on | Amiesican. add Kuwaiti 


vets in. Kuwait in December: "The hi- 


cking of the French airliner to Teheran 


nething of the international flavour .- 
bombings in Kuwait, where the 


üiprit arrested included Kuwaitis, Irani- 

, Iraqis and Lebanese. Although the 

st hijackers unsuccessfully asked the 

nch to release five would- be Iranian 

ssassins, they themselves were not Irani- 
ans but Shias from south Lebanon. 


"The Islamic Jihad now claims it has 


d a total of 190 mines in the Red 


solid evidence links the Islamic. 


the Iranian government; but the 


ca clear motive for mining. 


ie mines embarrass Egypt and 
; suppliers « of arms and cash 


ports in Egypt, Saudi Arabia, Jordan, 


Sudan and the Yemens, Iran might be 
hoping that all those countries will now 


put pressure on Iraq to stop mining Irani- 
an ports. An lranian ship that twice 
passed through the Red Sea and the Suez 
canal in July could have laid the mines. 
Iran's public attitude to the minings has 


been ambivalent. On August 7th, Tehe- 


ran radio, in an Arabic-language broad- 
cast, praised the Jihad for laying the 


mines and said that the countries using. 


the sea lanes were now in fear and 
trembling. But the next day the Iranian 


prime minister, Mr Hussein Moussavi, 


denied all knowledge of the Jihad and 
expressed disapproval of the mining. 

The Iranians may be trying to disclaim 
any part in the mining because they fear 
the consequences of being found respon- 
sible for it. On the other hand, God- 


fearing Iran must presumably be reflect- 


ing that this is an un-Islamic time to lay 
these mines. Many of the ships now in the 
southern Red Sea are packed with pil- 
grims en route to Saudi Arabia for the 
haj. To hit, let alone sink, one of those 
would damage the Islamic credentials of 
the Jihad and all connected with ۰ 

The Egyptians have a different cause 


for worry. The Red Sea leads to the Suez 


canal, which provides Egypt with one of 
its main sources of income. The Egyptian 
government is anxious to play down the 
present danger partly because it wants to 


avoid a drop in this traffic, but partly 
because it believes that giving publicity | to 
terrorism plays into the terrorists’ hands. 
The Egyptians have refrained from blam- 


ing Iran, though the defence minister has 


said there could be.a connection with the. 
Gulf war. 


Whatever the truth about the mining, it 
seems unlikely that Iran was responsible 


for organising the Air France hijacking. 
Although the Iranian government gave 


the hijackers asylum when the airliner’s 
passengers had been released, it made no 


attempt to use the hijack to its advantage: 


has gt its come-uppance. € ) 
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its noise, or by the change in pressure as it 
passes over them—other techniques will 
have to be used. 

If the mines prove to be American ones 
sold to Iran when the Shah was building 
up his military machine, they could be of 
two types. One is the Mark 56, a device 
designed to be used against submarines in 
deep water. It has an anchor that holds it 
to the bottom, and its explosive charge 
and firing mechanism are moored at a 
pre-set depth. It fires on the magnetic 
disturbance caused by a passing steel hull. 
Each mine is about six feet long, two feet 
in diameter and weighs a ton. The Mark 
56 has a smallish—around 200 pounds— 
explosive charge. It can be planted either 
by aircraft or by surface ships. 

The other type of mine sold to Iran, the 
DST, is a firing mechanism, magnetic or 
acoustic, that screws into the fuse-well of 


‘an %rdinary 500-pound or 1,000-pound 


aircraft bomb. After planting, these 
mines lie on the bottom and go off when 
the ship gets near. DSTs are much easier 
to handle than the bulky Mark 56s, but 
can be used only in fairly shallow water, 
where the bottom of the target ship is 
close to the mine. 

Another possibility is that the mines 
are Russian-made, and were provided to 
a guerrilla group by either Syria or Libya. 
The Soviet Union has the biggest stock- 
pile of sea mines in the world, ranging 
from large, bottom-resting ones contain- 
ing nearly a ton of high explosive to 


. moored mines that must actually be 


struck by a passing ship to set them off. 

It would not be impossible for a guerril- 
la group to have built its own mines, but 
this would need access to extensive work- 
ships. Building reliable sea mines is a lot 
harder than putting together a bomb with 
some petrol, a milk bottle and a sock. 
Mines require not only explosives, which 
are plentiful in the Middle East, but also 
large numbers of heavy, water-tight steel 
cases, electronic firing mechanisms, reli- 
able timing devices and, if the mines are 
to be moored, complicated cable-han- 


_ dling machinery. 


The biggest problem for the mine- 
planters was probably getting the things 
into the water. Mines are heavy, andevena 
biggish ship cannot easily handle more than 


. afew dozen at a time, unless it is specially 
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constructed for the job. The best bet is that 
acontainer ship or atanker was fitted out to 
take mines on deck, and dropped them in, 
one by one, from a crane. 

In a place the size of the Red Sea, 100- 
200 mines would ordinarily amount to so 
many drops in the bucket. But the mine- 
laying force, whatever it was, benefited 
from the fact that a lot of ships use the 
Red Sea, and generally stick to well- 
known routes. Place a few mines along 
one of these routes, and some ships are 
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certain to be hit. 

It is usually easier to deal with moored 
mines by sweeping them than by blowing 
them up. Helicopters are good at towing a 
wire with cutters on it, designed to sever 
the mines’ mooring cables. A kite holds 
the wire to one side, so that it does not 
trail directly astern of the helicopter but 
forms a loop shaped like a fish-hook. The 
sliced mine pops to the surface, where it 
can be sunk by rifle fire. 

Mines that lie on the bottom of the sea 
cannot be caught in this way. But both 
ships and helicopters can blow them up. 
The technique is to tow a device that will 
produce a large magnetic field or a large 
noise, which activates the mines’ firing 
mechanisms. The minesweepers them- 
selves have tiny magnetic fields and make 
little noise; helicopters fly high enough to 
be protected from any explosion. If any of 
the mines are of the pressure variety, the 
only solution is to locate them, one by 
one, and blow them up. And if they are 
floating mines? They will probably float 
out of harm's way on their own. 


Gulf war 


Anybody for 
peace? 





Iraq now seems convinced that Iran is not 
going to launch its promised "final" of- 
fensive in the Gulf war after all. The Iraqi 
army is beginning to wind down its de- 
fences on the southern sector of the 
border, where Iran has some 200,000 
troops. Three regiments have been with- 
drawn from the front, their weapons put 
into storage, and the men sent home on 
leave. 


Is Rafsanjani a closet peacenik? 
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One reason for this is Iraq’s belief that 
something like a peace lobby is emerging 
in Iran. The peaceniks of Teheran— 
mostly regular army officers, business- 
men, and some of the clergy—have long 
had the backing of President Ali Kha- 
menei; but now they seem to have recruit- 
ed the support of the second most impor- 
tant person in the country after Ayatollah 
Khomeini, the speaker of the parliament, 
Hojatoleslam Hashemi Rafsanjani. Re- 
ports from Teheran say that he has been 
arguing privately for exploring the possi- 
bilities of a settlement; and he has said 
publicly that he does not consider diplo- 
matic avenues to be closed. 

Potential mediators have rushed to ex- 
ploit this opening. Kuwait's foreign min- 
ister, Sheikh Sabah al-Ahmad, was in 
Damascus on August 5th to persuade the 
Syrians to use their influence on the 
Iranians. President Hosni Mubarak of 
Egypt is trying to work through the non 
aligned movement. The Islamic Confer 
ence Organisation (ICO) has had a go. A 
former Iranian defence minister, now in 
exile, Admiral Ahmad Madani, says that, 
with the blessing of the ICO and encour- 
agement from some powerful people in 
Teheran, he is organising a conference of 
top Moslem clerics to negotiate a *'reli- 
gious peace to a religious war". 

None of these efforts has got anywhere 
yet because Ayatollah Khomeini still re- 
jects the idea of negotiations. His grip on 
power is as strong as ever. The exiled 
former president, Mr Abolhassan Bani- 
Sadr, claims that Khomeini was seriously 
ill last month; intelligence reports agree. 
If Khomeini died, he would probably be 
succeeded by a figurehead ayatollah, with 
Hojatoleslam Rafsanjani holding the 
reins. Iran might then sue for peace. 

Iraq has been insisting that peace is all 
it wants. But the Iragis are in a better 
position in the war, militarily and eco 
nomically, than at any time since 1981. 1 
the hopes of peace once again prove to be 
false, they might launch a would-be deci- 
sive attack of their own—possibly against 
Iran's oil terminal at Kharg Island. 


Israel 


Perils of Peres 


FROM OUR ISRAEL CORRESPONDENT 





For the first time since gloom descended 
on him in Israel's election on July 23rd, 
when the voters decided to ignore the 
opinion-poll predictions that he would be 
a fairly clear-cut winner, there has been a 
break in the clouds for Mr Shimon Peres, 
the Labour party's leader. President Her- 
zog decided at the weekend to give him 
first shot at constructing a coalition gov- 
ernment, on the ground that the Labour 
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Not so simple for Shimon 


party had finished a whisker ahead of the 
Likud alliance when the last votes were 
in. 

After the election, neither of the two 
big parties was going to find it easy to 
collect enough of the 13 little ones to 
stitch together a coalition commanding a 
majority of the 120-member Knesset. If 
anything, Likud’s Mr Yitzhak Shamir 
seemed to have the better chance. But Mr 
Peres insisted that as leader of the biggest 
single party he had the right to make the 
first attempt. The president acceded; and 
Mr Peres and Mr Shamir started sounding 
each other out, with a view to coming 
together in a national-unity coalition. 

Next, gloom again. Just when a Peres- 
Shamir agreement seemed possible, the 
left wing of Mr Peres’s Labour party— 
Oe which holds six Knesset seats— 

reatened to walk out on him if he went 
into coalition with Mr Shamir. Labour's 
tiny would-be partners on the left, such as 
the Civil Rights List and the Shinui 
(Change) party, also dislike the thought 
of teaming up with Mr Shamir. But even- 
tually Mr Peres persuaded Mr Victor 
Shemtov, the Mapam leader, to let him 
make his try for a coalition first, while 
Mapam suspended judgment on what it 
would do if he succeeded. 

This is not the end of Mr Peres’s 
troubles, however. Mr Peres wants to get 
at least one of the little religious parties to 
join the coalition, but the more deter- 
mined secularists in the Labour party jib 
at the concessions on religious matters 
this would almost certainly entail. Mr 
Ezer Weizman’s three-seat Yahad (To- 
gether) party, which sits in the middle of 
the Knesset spectrum, is keen to join a 
national unity coalition led by Labour but 
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wants a religious party to join first. And 
on August 8th the only religious party 
which had shown much enthusiasm for 
serving under Mr Peres—the National 
Religious party—rejected the terms of his 
offer. 

Meanwhile Likud, while willing to go 
into a unity government with Labour, still 
hopes to fill the prime minister's job 
itself. It is quietly undermining Labour's 
chances of leading a coalition by offering 
bigger concessions and better jobs to the 
mini-parties. 

Mr Peres has two more weeks to show 
the president whether he is making pro- 
gress; then the president, if he wishes, can 
give him another three weeks to produce 
a government. Next week the new Knes- 
set convenes, but if after a month and a 
half no new government begins to 
emerge, parliament may have to dissolve 
and the election circus may have to start 
all over again—without any guarantee of 
a clear-cut victory for anybody. If that 
happens, a chastened Mr Peres may 
choose to hand over the Labour party's 
leadership to Mr Yitzhak Navon. 


Sri Lanka and India 
Tamil tremors 


A series of violent incidents in Tamil 
areas of Sri Lanka and India have left 
dozens dead and relations between the 
two neighbours newly strained. Sri Lan- 
ka's Jaffna peninsula is in a state of siege, 
as troops fan out to hunt down the 
guerrillas who blew up a bank, mined an 
army vehicle and attacked a military 
convoy on August 5th. Telephone, tele- 
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graph and rail lines connecting the Tamil 
enclave with the rest of Sri Lanka have 
been cut and local residents warned to 
stay off the streets. All news from Jaffna 
is censored. Officials admit that some 300 





people have been arrested so far in the — 


army sweep. 
On August 6th government patrol 

boats shelled a fishing port believed to be 

used for trafficking men and weapons to 
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and from south India; the Times of India 


reported a casualty toll of more than 100. 
Two days earlier a gun battle took place 
at sea between a naval patrol and a boat 


operated by Tamil extremists; five people : 


were killed. The Sri Lankans suspect that 
the boat came from a sanctuary in India. 

There is no evidence that the Indian 
government is actively helping the Tamil 
separatist groups, but none that it is 
discouraging them either. On July 26th a 
suitcase bomb marked for an Air Laħka ` 
aircraft destroyed much of India's Madras 
airport and killed 32 people. The Sri 
Lankan prime minister, Mr Premadasa, 
declared that the explosion was proof 
positive that Tamil terrorists are operat- 
ing from Indian soil. Some Tamils curi- 
ously say it was the work of Mossad, the 
Israeli secret service, which is assisting Sri 
Lanka in its drive against guerrillas. 

In a message to President Jayewardene — 
on August 6th, Mrs Gandhi called for 
restraint by all concerned and “‘pursuit of 
the political process to find a viable and 
acceptable solution" to the Tamil prob- 
lem. She wants Mr Jayewardene to reach 
a settlement with moderate Tamils in Sri 
Lanka as the only way of taking the wind 
out of the sails of extremist Tamil groups 
fighting for the independence of the Tam- 
il-majority areas on the island. 

These moderate Tamils have rejected 
the president's recent proposals for a 
second parliamentary chamber, based on 
regions, and some sort of co-ordination 
between district councils as a way of 
giving the Tamils a bigger voice in gov- 
ernment. "We ask for an autonomous 
body in our region, not for a second 
chamber at the centre", declared Mr 
Amirthalingam, former leader of the op- 
position in parliament and head of the 
Tamil United Liberation Front (TULF). 
Still, the TULF is promising to attend the 
next session of the so-called all-party 
conference on August 17th, if only to 
explain its refusal to compromise. 

The non-militant Tamils are losing sup- 
port every day to the extremists. But the 
two factions joined forces briefly in a two- 
day shut-down on July 25th and 26th to 
commemorate the communal massacre in 
Sri Lanka last summer which left more 
than 400 Tamils dead. 

As its own autumn election approach- 
es, India is less and less likely to push Sri 
Lankan Tamils to the negotiating table. 
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Mrs Gandhi herself may actually stand for 
a constituency in the state of Tamil Nadu. 


` This would be an unneeded complication. 


If she has to woo Tamil voters, she will be 
less inclined than ever to crack down on 
the Tamil guerrillas who have taken ref- 


uge in south India. After the latest battles 


between Tamils and Sri Lankan troops in 
Jaffna, India's junior minister for exter- 
nal affairs told parliament that '*we have 
taken all steps to curb any activities which 
may be directed against Sri Lanka from 
our soil." Hoots of derision from Sri 
Lanka. 


. Population 


Not Reagan's way 


FROM OUR SPECIAL CORRESPONDENT MEXICO CITY 


` Th* Reagan administration has backed 
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down from a controversial plan to end all 
aid to birth control programmes in coun- 
tries which countenance abortion. At the 
United Nations population conference in 
Mexico City on August 8th, Mr James 
Buckley, the anti-abortionist leader of 
the American delegation, told family 
planners from 140 countries that Ameri- 
can funds will flow as before, so long as 
they go into “segregated accounts" where 
they will be uncontaminated by anything 
to do with abortion. This is what Ameri- 
can law has required since 1974 anyway. 
But the reversion to previous loopholes 
does not apply to non-government or- 


 ganisations. If they support abortion, 


they will be cut off without a penny. The 
International Planned Parenthood Feder- 
ation, for example, stands to lose $11m in 


American money—20% of its annual 


budget. 

The American anti-abortion stand was 
seen by many of the delegates in Mexico 
City to reflect "moral" or rather “moral- 
majority” pressure on a right-wing Re- 
publican in an election year. It was also 


- an unwelcome distraction from other 


shared concerns. Mr Buckley did his best 
to persuade anyone who would listen that 
it was not just something for the folks 
back home. He also said that America's 
contribution to family planning pro- 
grammes, $240m this year, will go up. 
Apart from the American interlude, 
the conference appeared to go remark- 
ably smoothly, unlike the previous UN 
population conference at Bucharest in 
1974. This is mainly because of a change 
in attitudes towards family planning in 
developing countries. The last time round 
developing countries argued that high 
fertility was a symptom of poverty and 
that economic growth (meaning more aid 
from the west) must come before stabilis- 
ing the size of populations. Since then 
most developing countries have conclud- 
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Massacre of the innocents 


A study of population figures has cast 
new light on some of China's darker 
recesses. An American demographer 
from Princeton University, Mr Ansley 
Coale, calculates that some 250,000 baby 
girls have been killed in China since the 
introduction of the one-child policy in 
1979, 

The normal ratio of girls to boys at 
birth is 100:106. But China's 1982 census 
revealed that among families with three 
or more children the ratio is a very 
abnormal 100:112, and-even 100:130 in 
some rural areas. According to a 1983 
report by the All-China Women's Feder- 
ation, in some parts ofthe country boys 
outnumber girls by five to inj. 

China acknowledges that jts one-child 
policy, part of its effort to: duce popu- 
lation growth to more manageable lev- 
els, has had sóme grim side-effects. Chi- 
na's Communist party puts the problem 


*3 ۷ 
A n LAR 
x ww 
۱ ر‎ 
"۲ 8 
» ۱ 7 7 , 





ed that lower population growth and 
development should be pursued simulta- 
neously. It was the Americans who took 
up à variation on the old theme and 
introduced an amendment to conference 
resolutions to the effect that "an unre- 
strained free economic environment" is 
the best contraceptive. 

Some 60% of developing countries 
think that their populations are growing 
too fast and about 80% provide family 
planning services. There are 4.76 billion 
people in the world, compared with 3.99 
billion in 1974. But at least the growth 
rate is coming down—from 2.02% a year 
10 years ago to 1.67% now. The UN Fund 
for Population Activities estimates that 
the world's population will stabilise at 
around 10.19 billion in 2100. 


down to “feudalism” and malign influ- 
ences from the past. Last November the 
prime minister, Mr Zhao Ziyang, de- 
manded an end to the killing of baby 
girls. But official condemnation is un- 
likely to stop a practice which is neither 
new nor without a modern motive. 

Chinese couples who pledge to have 
only one child are rewarded with pay 
rises, better housing, free medical care 
and other benefits. Those who break 
their promise suffer financial penalties. 
But rural parents, with no social security 
to look forward to in retirement, rely on 
their sons to look after them in old age 
and to help work the family land before 
then, Daughters are likely to marry and 
move in with their husband's family. 
With only one child officially allowed, 
parents take to drowning baby girls be- 
fore the birth is registered, so as to allow 
another shot at producing a boy. 

Recently, a spokesman for the state 
family planning commission conceded 
that the one-child policy could be re- 
laxed by the end of the century provided ۲ 
the population did not then exceed 1.2 
billion, 165m more than at present. In 
some rural areas birth controls are al- 
ready being implemented more lenient- 
ly. Elsewhere, the killing goes on. 

In a dark look backwards, Mr Coale 
reckons that some 27m Chinese died 
between 1959 and 1961 as a direct result 
of the chaos of Chairman Mao's “great 
leap forward". Previous estimates had 
put the death toll for those years at 
between 14m and 25m. But official fig- 
ures show that mortality rates in China 
leapt from 11.98 per 1,000 in 1957 to 38 
per 1,000 in 1960; the difference repre- 
sents the extra deaths in that period. If 
Mr Coale's figures are correct, the wide- 
spread starvation of the "great leap" 
years in China more than matches the 
death toll in the Soviet Union during the 
agricultural collectivisation and purges 
in the late 1920s and 1930s. 


But there is no room for smugness. 
Much of the fall in the growth rate is due 
to the reluctance of North Americans and 
Europeans to breed and the ruthless 
success of China's policy of one child per 
couple (see box). More than 90% of the 
78m babies born each year (the equiva- 
lent of another Mexico) live in the devel- 
oping countries. The countries with the 
highest growth rates, more than 3.495, 
are nearly all Arab or African. In some 
African countries, growth rates are still 
rising. 

The conference is being asked to face 
up to new population problems which 
have emerged during the past 10 years. 
Among them are the rapid growth of 
cities (third-world ones with more than 
4m people now number 27) and the direct 
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link between birth rates and the employ- 
ment, status and health of women. 

While east-west and north-south wran- 
gles caused the usual disruption in the 
main conference hall, the real work of 
swapping ideas and making tentative 
funding agreements went on apace, hin- 
dered only by the immense number of 
delegates taking part in the proceedings. 
Conditions at this overcrowded confer- 
ence, and in what is soon to be the world's 
biggest city around it, provided a mini- 
example of what could happen if vigilance 
about population growth were relaxed for 
an instant. 
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Second Kim 


North Korea has reinvented hereditary 
monarchy. This solution to a classic 
communist succession problem has been 
reported by Pyongyang radio as “the 
most brilliant in history”. It is now 
official that the sole heir to the great 
leader, Kim Il Sung, will be the dear 
leader, Kim Jong Il. 

Among the “perfect endowments” of 
the 42-year-old dauphin, as outlined by 
his local booster service, are: clairvoyant 
insight, indomitable will, noble morality, 
frugality, theoretical wisdom, endless 
loyalty and the infinite capacity of bring- 
ing about a leap on all fronts. But the 
most relevant is that he is the son of the 
man who has ruled this hermit kingdom 
since before Kim junior was born. 

The second coming seems to have got 
the formal chop of approval at a central 
committee meeting early in July, after 
Kim senior's 46-day swan through east- 
ern Europe. Kim Jong Il, it is said, 
"vigorously steered the people" during 
this long absence. Evidently in the right 
direction. 
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Nicaragua 


They're off: well, 
some of them 


FROM A CORRESPONDENT IN MANAGUA 


The ballot box that the Sandinist regime 
in Nicaragua has half-unlocked may not 
be entirely one of Pandora's. On August 
Ist, the run-up to Nicaragua's November 
election began. Opposition leaders were 
given the right to speak openly on televi- 
sion for the first time. Many of the rights 
suspended during the current state of 
emergency, including the right to strike 
and to habeas corpus, have been re- 
established. The press is to be allowed to 
comment on the dire state of the econo- 
my. Responding to these concessions, six 
opposition parties, three to the right and 
three to the left of the Sandinists, have 
registered candidates, and 94% of the 
eligible population has registered to vote. 

One candidate who did not register was 
the likeliest to lead the opposition to 
victory. Mr Arturo Cruz, a former Nica- 
raguan ambassador to Washington and an 
ex-member of the Sandinist junta, had 
left a job with the Inter-American Devel- 
opment Bank last month to return to 
Nicaragua as the presidential candidate of 
the “Democratic Co-ordinator", an alli- 
ance of four political parties, two trade 
unions and private businessmen. 

Mr Cruz's candidacy came unstuck 
when he insisted upon nine pre-condi- 
tions for participating in the election. He 
pressed, above all, for a dialogue with the 
American-backed anti-government re- 
bels, the contras. The Sandinists were 
immovable. They extended an amnesty to 
the guerrilla rank-and-file (which few 
have taken advantage of), but they insist- 
ed that there would be no compromise 
with contra leaders who have received 
money from the CIA, nor would there be 
dialogue with former high officials of the 
late President Somoza's government. 

Democratic Co-ordinator decided not 
to register Mr Cruz hours before an 
extended deadline expired. Violent clash- 
es erupted in Matagalpa and Chinandega 
between Cruz supporters and Sandinist 
militants. Mr Cruz himself returned to 
Washington this week, vowing to go back 
to Nicaragua. But the government has 
now banned him from political campaign- 
ing, although it has not quite ruled out his 
standing should he change his mind. 

Of the opposition parties that will be 
contesting the election, only the Indepen- 
dent Liberal party and the Democratic 
Conservative party have much support. 
The most popular anti-Sandinist is proba- 
bly the Independent Liberal candidate, a 
former minister of labour, Mr Virgilio 
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Godoy. The far-left r may pickupa 
handful of seats in the 90-member — 
assembly. | , 
The odds remain heavily stacked in the 
Sandinists’ favour. The opposition's free- 
dom to campaign remains to be tested. — 
The Sandinists have all the resources and _ 
propaganda machinery of the govern- — 
ment behind their campaign. The lower- _ 
ing of the voting age to 16 will help the | 
Sandinists in a country full of eager young - 
revolutionaries. Even the registered op- 
position parties are still flirting with the 
possibility of abstention; the small Popu- 
lar Social Christian party is already - 
threatening to withdraw, saying that its — 
election campaign has been obstructed. - 
With their main opponent already out of - 
the ring, the Sandinists have reason to 
feel confident. | ۹ 
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Peru $- 


Biggish earthquake © 


Peasants have been forbidden to wear 
ponchos in Ayacucho, the picturesque - 
epicentre of Peru's worst tremor of guer- 
rilla activity in recent years, in case they 
might be concealing arms underneath. - 
The savage onslaught launched by the 
vaguely Maoist Sendero Luminoso (Shin- " 
ing Path) guerrilla group may be provok- - 
ing equally savage reprisals by the securi- - 
ty forces. The violence is threatening a — 
democracy which has already been - 
brought to its knees by an austerity plan 
dictated by the International Monetary | 
Fund. 

President Fernando Belaunde celebrat- | 
ed the fourth anniversary of his second 
term in office on July 29th with the . 
gloomy observation that the country was " 
in an "extremely grave state". Sendero - 
Luminoso, he reported, had carried out — 
2,700 attacks in the past year. Some 500 — 
people had died in the crossfire between _ 
the guerrillas and the security forces, — 
most of them in the past six weeks. l 

Four years ago Sendero Luminoso sig- 
nalled the sort of campaign it intended to - 
wage by hanging dead dogs from Ayacu- - 
cho's lamp-posts. Villagers responded by — 
setting up poorly armed self-defence | 
groups which sometimes kill innocent - 
visitors. In 1982 the government sent in " 
the army and declared a state of emergen- — 
cy in Ayacucho and two nearby zones. - 
Last month hooded men in army uni- - 
forms shot 40 people in the village of — 
Arcac. Altogether, 3,000 people, mostly - 
Indians, have died in the fighting. ۱ 

Guerrilla attacks have now spread to 
Lima. Last month a series of bombings 
were carried out under cover of a power 
cut. The government has refused to de- 
clare a nation-wide state of siege, but has 
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given the army full control of the counter- 
insurgency campaign. President Be- 
launde said he did so without “great 
expectations” and “after reflecting a 
great deal". His concern may be prompt- 
ed by memories of the day the army 
deposed him in 1968, after he had asked it 
to clean up a previous, smaller, 
insurgency. 

The army has already exacted a pound 
of flesh: the government has had to 
increase military spending, which takes 
up a third of the budget and accounts for a 
third of Peru's foreign debt. Politicians in 
the ruling party have criticised à recent 
contract with the Russians for spare parts 
for Peru's Mig fighter aircraft. The pur- 
chase of 16 French Mirage fighters has 
also aroused opposition, although an or- 
der for 10 more has been cancelled. Mr 


.Belgunde's former prime minister, the 


president of the senate, Mr Manuel UI- 
loa, claimed recently that military spend- 
ing did not match “our economic possibil- 


| ities and real needs." 


That was putting it mildly. Peru has 
always been one of Latin America's poor- 
est countries. Its average annual income 
hovers around $1,000 a head. Inflation 
has touched 120%, about half the urban 
population is unemployed, and industrial 
production has fallen by a fifth over the 
past two years. 

Peru waded into economic trouble un- 
der the left-wing military regime of 1968- 
80. On taking office Mr Belaunde's gov- 
ernment agreed to a stiff IMF-dictated 
austerity package. Four years on, good 
behaviour has not resolved Peru's diffi- 
culties: its foreign debt is still about $12.6 
billion. Now the country is straying again. 
It was ticked off recently for overshooting 
the limit on government spending set by 
the IMF three months ago, when a $344m 
stand-by credit was negotiated. 

President Belaunde is torn between 
IMF demands and a desire to "reacti- 
vate" the economy in advance of next 
April's presidential election. The presi- 
dent is barred from succeeding himself, so 
his vice-president, Mr Javier Orlandini, 
has been picked as the candidate of the 


| ruling Popular Action party. His main 


rival is likely to be Mr Alan Garcia, of the 
populist Apra party. A far-left alliance 
which recently won the mayoralty of 
Lima is also likely to put up a presidential 
candidate. 

The 35-year-old Mr Garcia, who mod- 
els his style and policies on Spain's Mr 
Felipe Gonzalez, is the odds-on favour- 
ite. That is, if the army permits. Should 
the economic crisis and the guerrilla of- 
fensive worsen, Peru, one the first Latin 
American countries to get back to civilian 
government in the past few years, could 
be one of the first to return to the parade 
ground. 
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South Africa 


Every day a new 
home 


FROM OUR SOUTH AFRICA CORRESPONDENT 


On the dunelands outside Cape Town, 
officials accompanied by armed police 
move in every day at dawn and demolish 
the meagre shelters of wood and plastic 
sheeting in which some 500 black families 
live. Every night the squatter families 
rebuild them, only to have them torn down 
againin the morning. The government says 
itis out to stop squatting because it breeds 
squalor, disease and crime. Yet the squat- 
ter problem around Cape Town is of the 
government's own making. 

When the dogmatic Hendrik Verwoerd 
was prime minister 20 years ago, the 
government conceived the idea of draw- 
ing a north-south line down the middle of 
Cape Province. It declared the area west 
of that line to be a "Coloured preference 
zone", which meant that people of mixed 
race were to be given preference over 
blacks in the allocation of jobs there. A 
black African could be employed only if it 
could be shown there was no qualified 
Coloured available. 

The idea was to keep down the number 
of blacks in the western Cape so that 
there would be at least one part of South 
Africa where blacks would be in a minor- 
ity. An unspoken thought, perhaps, was 
that this area might serve as a refuge for 
whites in a future emergency. So the 
government froze the building of houses 
for blacks in the western Cape; only 5,000 
were built in 20 years. But despite the 
restrictions, developing industry drew 


Corrugated walls come tumbling down 
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thousands more blacks into the cities, 
Cape Town included. 

Between 1970 and 1980 the number of 
blacks employed in western Cape went up 
by 63%. Since so few houses were being 
built for them, squatter camps sprang up 
on the dunelands outside Cape Town. 
They were periodically demolished, only 
to be rebuilt. Towards the end of the 
1970s the government conceded defeat 
and began building houses for blacks. But 
it keeps on trying to restrict the entry of 
blacks into the area and it keeps on 
tearing down their shacks. 

In 1979 the minister for black affairs, Mr 
Piet Koornhof, was compelled by a public 
outcry to accept the permanence of Cross- 
roads, the biggest squatter camp. But he 
had to promise the ruling National party 
that this camp would be a lone exception. 
Now, as squatter camps proliferate, the 
party is holding him to that promise. 

Mr Koornhof likes to be considered : 
reformer and a humanitarian. A few 
years ago he announced that “apartheid 
as we have known it is dead". But now, 
with a large minority of Afrikaners wor- 
ried that the government is going soft, he 
has to show that “separate development" 
is still alive. He built a fence around the 
outer perimeter of Crossroads and told 
the squatters that unless they kept within 
the perimeter, their shacks would be 
demolished. 

Some have complied, but other shacks 
keep popping up elsewhere. One group of 
squatters has refused to move inside the 
fence for fear of violent clashes with a 
rival group already installed there. Mr 
Koornhof has no patience for this kind of 
squeamishness: some weeks ago he or- 
dered the police to raid the camp every 
day. 
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Life profits continued to grow at a satisfactory rate. 
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_ spite of our increasing rates and reducing operating 
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. result in a loss of business; the benefits of this action 

. will not materialise until 1985. In addition, operating 
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The Democrats discover 
apple pie 


So who is calling whom a liar? Mr Walter 
Mondale questions the truth of President 
Ronald Reagan’s assertion that he has no 
plans for a tax increase; Mr Reagan says 
pee Mr Mondale is not telling the truth in 

‘suggesting that he has secret plans for a 
tax rise; Vice-President George Bush, 
slightly out of step with his master, says 
that any president would keep his options 
open on revenue increases. So the presi- 
dent is practising “voodoo economics”, 
crowed Mr Mondale from Toledo, Ohio, 
borrowing a line from Mr Bush when he 
was campaigning against Mr Reagan in 
the 1980 primaries. It is all good dirty 
stuff (for more of it see page 31) and a 
relief from the mom-and-apple-pie that 
Mr Mondale and his vice-presidential 
candidate, Mrs Geraldine Ferraro, have 
been ladling out during their southern 
swing. 

Much of this apple pie is the very stuff 
that Mr Reagan himself is so good at 
serving. The crowds which swarmed out 
in Mississippi and Texas last week to see 
that curious phenomenon, a woman on 
the national ticket, stayed on to be told 
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that they should concentrate on hard 
work and plenty of it, put their faith in 
their respect for the family, religion and 
the law, and never harbour a doubt about 
American excellence as symbolised by 
their young compatriots winning gold 
medals at the Olympic games in Los An- 
geles. Mr Reagan might be forgiven for 
suspecting the Democrats of plagiarism. 

If it all sounds a far cry from the 
compassionate thunder of the Democrats’ 
national convention in San Francisco last 
month, the answer is that much of it is. 
The party, flourishing middle-class val- 
ues, is pursuing the middle-class vote. 
True, the pursuit of the middle class was 
touched upon in San Francisco, particu- 
larly in Mr Mondale's own speech accept- 
ing the party's presidential nomination. 
In retrospect that speech reads like a 
chapter of contents of the themes that the 
Democrats are now enlarging upon. The 
powerful keynote speech by New York’s 
Governor Mario Cuomo also threw in a 
mention of the middle class, though his 
main thrust was towards people who are 
more beggarly than bourgeois. 


The theme linking the convention and 


the campaign is that America should _ 


remain a country in which people can - 
better themselves, in which poor immi- - 


grants can pull themselves or their chil- — 
dren up by their own shoelaces. Mrs _ 
Ferraro, whose widowed mother, as just 3 
about everybody knows by now, sewed _ 


beads on to dresses in order to send her 


daughter to a private Roman Catholic © 


school, is glowing proof of the American 


dream. The middle classes, as defined by _ 


Democratic spokesmen, range far and : 


wide. One definition is of house n E 1 


earning the median income of around -` 
$25,000 a year. Another includes families - 
who are making a serious effort to pro- 
vide their offspring with better material 


L^ 


conditions, and a wider choice of oppor- — 


tunities, than they had themselves. A fat 


swathe of American society could feel _ 


comfortable within these categories. 


Two broad groups of people left San - 
Francisco dissatisfied. One bunch felt _ 


alienated by a convention that concen- 
trated on the misfortunes of minorities 
and of those who have fallen through the 


cracks in American society. On the other 


hand, many minority groups, particularly _ 


the black followers of the Rev. Jesse 
Jackson, sensed hypocrisy: the words. 


were nice but the party platform offered | 


them little. 


It is plain that at present Mr Mondaléife 


and his men are going after the 


group, not the second: the aim is to 3l 


the middle-class vote. The underdogs in 
American society will not vote Republi- — 
can; the worry for the Democrats is- 
whether enough of them will bother to 
vote at all. The greater worry for the 
Democratic campaign is to win back the - 
alienated middle class: the better-off - 


blue-collar workers from industrial re- 5 


gions who deserted to the Republicans in - 


1980; and the younger white-collar pro- . 
fessional people who supported Senator 
Gary Hart but were put off by the tradi- _ 


tional promise-and-spend Democratic 
policies that rose like a cloud from Mr 
Mondale’s primary campaign. 


Mr Mondale’s codeword in this phase A 


of the campaign is "realism". It is realis- 
tic, he says, to accept that higher taxation 
(at any rate of the better off) is needed to 


bring down budget deficits and interest _ 


rates. It is realistic to accept that goven- 
ment, on its own, cannot solve problems 
but needs to do so in partnership with 
individuals, trade unions and company 


29 


= 
= 
r 


Em‏ وس 








` AMERICAN SURVEY 


The closed circle 


The puzzle is how a bunch of political 
pros could have committed such a howl- 
er. The messy business of employing and 
then unemploying Mr Bert Lance shows 
that, though the tightness and the loyalty 
of the small team of senior aides encir- 
cling Mr Walter Mondale make it a 
formidable instrument, they also insu- 
late the candidate from outside opinion. 
Mr Mondale, grateful to Mr Lance for 
helping him to win the Georgia primary 
and so keep his campaign alive in early 
March, wanted to reward him with the 
chairmanship of the Democratic national 
committee, a job that Mr Lance, who 
hoped to live down the banking scandal 
that still haunts him, had long been 
pressing for. Mr Mondale’s top advisers, 
emisjudging the strength of the hostility to 
Mr Lance, did not say no. From then on 
it was a downhill slide: Mr Lance was 
elbowed into a lesser job and then into 
resigning. The team says that it has 
learnt its lesson. But it remains tight. 
The question is whether it can be 
loosened to accommodate senior staff 
from the Jesse Jackson and Gary Hart 
campaigns. Although both Mr Jackson 
and Senator Hart have declared them- 
selves dedicated to defeating the Repub- 
licans in November, it is not at all certain 
how much they are prepared to do to 
help the Mondale campaign. On the 
other hand, it is certain that, if Mr 
Mondale is to win, he has to galvanise 
the constituents of his defeated rivals 
into voting for him. Senior people who 
were close to Mr Jackson and to Mr Hart 
throughout the primary campaign are 
clearly the ones with the most intimate 


management. It is realistic to face the 
Soviet Union with weapons in one hand 
and negotiations in the other. It is realis- 
tic to tell the American people the truth; 
the election contest should not be be- 
tween advertising agents. And so, says 
Mr Mondale, he is challenging Mr Rea- 
gan to half-a-dozen televised debates on 
specific issues to help Americans make up 
their minds. 

At this early stage of the campaign 
(which, in theory, is not supposed even to 
start until September) Mr Reagan is 
clearly on the defensive, both about taxes 
and about those debates. Mr Mondale 
had fun with the president's lazily appeal- 
ing reply that six debates would “bore the 
pants off" people. Would people really be 
bored by debates on their children's fu- 
ture, on jobs, on fairness, on the environ- 
ment, on defence, Mr Mondale has been 
asking. His captive audiences, who can- 
not very well reply that they would rather 
be watching "Dynasty", yell back ۰ 
And Mr Mondale has a good last line: if 
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knowledge of how to get these votes. 

Some of Mr Hart's people have been 
enlisted but it remains difficult to see Mr 
Mondale's Minnesotan mafia mixing 
easily with Mr Jackson's more dynamic 
advisers. The senior black face in the 
Mondale team belongs to Representa- 
tive Charles Rangel from New York, 
who was appointed at the end of last 
month to be one of the campaign's co- 
chairmen. Mr Rangel, who has long 
been a supporter of Mr Mondale, recog- 
nises the need to build a bridge to the 
Jackson side: “The talents and the peo- 
ple involved in the Jackson campaign are 
needed now more than ever", he has 
said, adding that he is hoping to enlist 
the services of Mr Walter Fauntroy, the 
District of Columbia's delegate to con- 
gress and a notable Jackson supporter. 
One man who might indeed have been a 
bridge to Mr Jackson is the unfortunate 
Mr Lance: the two men had found that 
they could work together. 

The boss of Mr Mondale's team, by 
virtue of his office, his character and his 
experience, is Mr James Johnson. A tall 
40-year-old who is a Minnesotan of Nor- 
wegian stock, Mr Johnson has been with 
Mr Mondale for 12 years; if the Demo- 
crats win, he is first in line for White 
House chief of staff. A dedicated la- 
bourer (his colleagues say that he "took 
holy orders" when he entered the quest 
for the White House), Mr Johnson can 
take prime credit for the campaign's 
organisational triumphs. He has the rep- 
utation of being reserved and cerebral; 
his close friends, who include Mrs Max- 
ine Isaacs, Mr Mondale's sternly loyal 


Mr Reagan goes on refusing to debate 
with him, the Democrats will settle for 
two debates between the vice-presidential 
candidates, Mr Bush and Mrs Ferraro, 
and that, says Mr Mondale, “would really 
do the Republicans in”. 

But, in this punch and counter-punch, 
Mr Mondale is also having to defend 
himself against Mr Reagan’s charge that 
he and Mrs Ferraro represent an ultra- 
liberal ticket. However improbable the 
accusation. sounds in a non-American 
context, it is taken seriously in the south- 
ern states where Mr Mondale and Mrs 
Ferraro were campaigning last week. Mr 
Reagan won all the southern states, ex- 
cept for President Carter's home-state of 
Georgia, in 1980 and the opinion polls 
now show him way ahead of Mr Mondale. 
Mr Bill Bell, the chairman of the Republi- 
can party in Georgia, describes southern 
Democrats, in fear of what the national 
ticket will do to their own careers, "tak- 
ing to the hills". Certainly some of the 
local office-holders who might have been 





Lance expelled 


press secretary, say that he has the 
quality of inner stillness. 

It speaks well of Mr Mondale that so 
many of his inner team have been his 
friends and have worked with him for so 
long. Another fellow-Minnesotan, Mr 
Michael Berman, was appointed to be 
Mr Mondale's man on the Democratic 
national committee, presumably looking 
over the shoulder of the chairman, Mr 
Charles Manatt, who survived the at- 
tempt to replace him with Mr Lance. Mr 
John Reilly, aged 56 and from lowa, is 
the senior adviser who led the vice- 
presidential search that ended in the 
nomination of Mrs Geraldine Ferraro. 
Mr Robert Beckel, the campaign manag- 
er, isa relative newcomer who joined the 
campaign in 1982: an ebullient New 


expected to be alongside Mr Mondale and 
Mrs Ferraro at rallies in Mississippi and 
Texas were conspicuous by their absenc 

Audiences turned out, large and enth 
siastic (though the crowd of 8,000 or so in 
Austin was a few thousand short of the 
crowd that turned out for Mr Reagan the 
previous week). Children were borne 
aloft to catch sight of the “first woman 
vice-president". In San Antonio she, as 
an Italian-American, was greeted as a 
member of the Hispanic family: tortillas, 
said Mayor Henry Cisneros, come from 
pasta. Her selection, said Mr Mondale, 
opened doors to everybody. Yet nobody 
can yet tell what effect Mrs Ferraro will 
eventually have on the vital southern 
vote: in the powerful Southern Baptist 
church, for instance, a lot of men, and 
many women, still feel that a woman 
should know her place and that place is 
not the vice-presidency. 

Mrs Ferraro, exulting in her welcome, 
laughed at the notion that the south, and 
in particular Texas, was not ready for a 
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lent Jimmy Carter, now gives her 
. political advice. The Mondale people are 
. helping Mrs Ferraro, they | 

her sea-legs": she faces the extraordi- 
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onary publicity of a national campaign | 


S plus the inhibitions of vice-presidential 


Status. The election is à tiger, says Mr | 


Kaplan, switching metaphors, which she - 
.hastolearnto ride. — a S 
cioc Last week's joint swing, officially 
launching the campaign, is not to set the 

pattern: Mr Mondale and Mrs Ferraro 
‘will usually campaign separately and this 
week Mr Mondale tackled five states on 
his own. Mrs Ferraro will have to be 
„Careful to keep in line on issues. But, say 
_ the Mondale team, none of them would - 
_ dream of suggesting to Mrs Ferraro that 
-She change herself in any way. 


woman on the ticket. She was, she said, 

as she believed Texans to be: self-confi- 
went, tough, tender—and not one to 
hake excuses. Yet she was careful to 
“Stress her background of hard work, her 
. period as a criminal prosecutor and even 
- her decision to put her career “on hold" 
until her youngest child went to school. 
<= Her first introduction to old-style 
Southern manhood took place in Missis- 
sippi on August Ist on a picnic bench 
nder an oak tree beside a soyabean field. 
Ir Mondale was having a desultory con- 
sation with a selected group of farmers 
€ white man, one black man, one 
woman) about the price of beans. Mrs 
Ferraro was a bit left out. So Mr Jim Buck 



























‘Ross, the 70-year-old commissioner of 


riculture, turned to her and asked her 
her she could bake blueberry muf- 
‘I sure can," she replied, “can 
Il, explained Mr Ross, the men 
on't cook. Feeling that he 
than his gracious self, Mr 
lake up for it: Mississippi, 
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The economy ۱ 


No taxation without 
argumentation 





NEW YORK 


President Reagan is not an easy man to 
embarrass, so it took the combined ef- 
forts of his vice-president, Mr George 
Bush, and his main opponent, Mr Walter 
Mondale, to make a monkey out of his 
policies on taxation. Goaded by Mr Mon- 
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companies, but extra revenue from these 
changes could fall far short of what Mr 
Mondale needs to meet his more recent 
pledge of reducing the budget deficit 
forecast for 1989 by two thirds. President 
Reagan has claimed that Mr Mondale’s 
tax and spending plans would add $1,500 
to the tax each household pays. 

That figure, says Mr Mondale, is “ho- 
cus pocus”, but he will remain vulnerable 
to accusations of being in favour of high 
taxes and spending until he gives more 
details of his fiscal policy. The CBO's 
numbers for the deficit would add much- 
needed weight to the Democrats’ argu- 
ment that Mr Reagan is mortgaging the 
country’s future to keep the economic 
boom going. But the higher the deficit 
forecast for the next five years, the harder 
it will be for Mr Mondale to come up with 
a plan capable of reducing those deficits 
by two thirds, as he has promised, and of 
winning votes at the same time. 

If Mr Mondale succeeds in keeping 
taxes and the budget deficit in the head- 
lines, both Republicans and Democrats 
could soon start arguing about changes in 
the tax system instead of the level of 
existing taxes. Little extra revenue can 
now be raised without increasing income- 
tax rates, unless America’s rickety tax 
system is completely changed so that 
more of people’s incomes and transac- 
tions are taxed. 

Tax breaks have gradually reduced the 
share of personal income which can be 
taxed. And about 70% of the budget is 
spent on defence, social security and 
interest payments, mostly off-limits for 
budget-cutters in the Reagan administra- 
tion. Though Mr Reagan may have to 
contede some reduction in his plans for 
defence spending to end the deadlock 
over the defence budget in congress this 
summer, he has made further cuts in 
social security harder by promising in- 
creases in benefits early next year. 

President Reagan has toyed with the 
idea of raising extra revenue by changing 
the tax system and early this year asked 
the treasury to do a study (with instruc- 
tions to report in December, to prevent 
too much talk of taxes during the cam- 
paign). The main choices being consid- 
ered by the treasury are a federal sales 
tax, like Europe’s value-added tax (Vat); 
a consumption tax, which falls only on 
what people spend; and a “flat-rate” 
income tax, with much lower rates but 
fewer exemptions than the current in- 
come tax. The few wisps of gossip avail- 
able on what the treasury is thinking 
Suggest that it favours flat-rate or value- 
added taxes over a consumption tax. 

Mr Mondale has flirted with a flat-rate 
income tax of the kind proposed by two 
Democrats in congress, Senator Bill 
Bradley of New Jersey, and Representa- 
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Golden Lewis 


For Carl Lewis, the absence in Los 
Angeles of Russians, East Germans and 
other Olympic boycotters is unimpor- 
tant. He is racing against records, some 
his own, some other people’s. Above all, 
he is racing against a man who died in 
1980, Jesse Owens, the winner of four 
gold medals in the track and field events 
at the 1936 Berlin Olympics. 

So much has been expected of Mr 
Lewis that his first three gold medals 
have seemed almost anti-climactic. He 
won the 100-metres and the 200-metres 
races apparently effortlessly; the long 
jump he took with his first jump (8.54 
metres), far from his best and even 
farther from the best of Mr Bob Beamon 
(8.90 metres), set in Mexico City in 1968. 
He felt a twinge at his second attempt at 
the long jump on Monday and decided to 
give his last four goes a miss. Spectators, 
who had paid up to $60 to see him 
perform, booed. 

If all goes well on Saturday for Mr 
Lewis he will carry off another gold in 
the 4x 100-metres relay on Saturday. He 
will then be set for a career as Copyright 
Carl, a title he has already earned as a 
result of all the endorsement contracts 
that stand to bring him millions of dol- 
lars. Under the rules of the American 
Athletics Congress, these earnings must 
be put in a trust fund from which Mr 
Lewis may draw living expenses. He 
should be able to live comfortably. 


tive Richard Gephardt of Missouri. They 
met Mr Mondale for talks at his home in 
Minnesota on August 6th, but have yet to 
receive a firm endorsement for their plan. 
The Bradley-Gephardt proposal would 
cut taxes for some, but could also prove 
unpopular because taxpayers would lose 
valuable exemptions. 

Lobbyists for a value-added tax say that 
the odds against a Vat, though still long, 
are shortening: with necessities like food 
exempted, a 10% Vat could raise $75 
billion-100 billion a year, and perhaps 
cause less of an outcry than other tax 
reforms, But Senator Robert Dole, chair- 
man of the senate finance committee, said 
at hearings he held on tax reform on 
August 7th that he was wary of attempts 
to bring in sweeping change in tax laws. 
The steady repeal of tax deductions could 
prove just as useful. 

The fight between President Reagan 
and Mr Mondale over taxes and the 
deficit flared up just as Wall Street decid- 
ed that America’s runaway fiscal policy 
was not so dangerous after all, at least for 
the next few months. On August 2nd-3rd, 
a record volume of shares was traded on 
the New York Stock Exchange and share 
prices shot up (see page 67). For a few 
days, the long sulk in American financial 








markets about the administration’s eco- 
nomic policies was dispelled. 

The financial markets finally cheered 
up when it became clear that fast econom- 
ic growth would not make prices rise 
suddenly by the end of the year, forcing 
the Federal Reserve to restrict credit 
further and raise interest rates. The Fed, 
and most economists, expect economi 
growth, which reached 7.5% between th 
first and second quarters (at an annual 
rate), to slow gradually to an annual rate 
of 6-7% for the year. The index of leading 
indicators fell in June and some other 
numbers—tetail sales, for example, but 
not the quirky rise in unemployment to 
7.5% in June—suggest that growth is 
slowing. 

The Fed can offset the effects of Presi- 
dent Reagan's wild fiscal policy, keeping 
the money supply, credit and inflation 
under control, so long as growth in gnp 
falls gradually and the dollar remains 
strong. Wall Street believes that the Fed 
now has a better chance of pulling this 
off. Consumer price inflation is rising 
slowly, wholesale prices hardly at all and 
wages are only just beginning to pick up, 
while the price of many commodities is 
falling. 

Even so, the administration will be 
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lucky if the Fed manages to steer the 
economy through the current peak in the 
trade cycle, when demand for credit is 
strong, without having to choose between 
much higher interest rates or giving in to 
inflation. Despite the glee in the financial 
markets in early August, most economists 
agree with the Fed that interest rates 
cannot fall far' while the government 
remains such a heavy borrower, and that 
trying to push them down by speeding up 
growth in the money supply would cause 
chaos. The Fed says that its critics— 
supply-siders at home, and those else- 
where who fear that falling commodity 
prices could herald a recession—are ask- 
ing it to risk a resurgence of inflation and 
financial upheaval in America for the 
sake of avoiding a recession of which 
there is, as yet, little sign. 


Pensions 


-A matter of equity— 
and votes 





To be seen doing something for women is 
every politician's desire in this election 
year. The Retirement Equity Act of 1984 
was passed unanimously by the house of 
representatives in May and on August 6th 
by a voice vote in the senate. President 
Reagan has promised to sign it, even 
though the bill's chief sponsor in the 
house was Mrs Geraldine Ferraro. She 
introduced it four years ago because, she 
said, women were losing out on pension 
benefits for a variety of reasons. The 
main ones are that they have lower sala- 
ries and that their records of work are 
disrupted when they take time off to have 
children and look after them. 

Women who choose not to work also 

ave their problems. Under the present 
0 men who do not want to reduce their 
Own pensions need not provide for pen- 
sions for their wives and they can do this 
without informing their wives that there 
will be nothing for them if the husbands 
die first—as they often do. The woman 
over 65 is often, consequently, the poor- 
est of the poor. : 

The new law goes some way to meet 
this problem and a few others afflicting 
the woman who is a homebody. After 
January Ist, when it comes into effect, a 
married man may not rule out a survivor's 
pension without written—and attested— 
agreement from his wife. (This also ap- 
plies when a woman has a pension.) 

Another shock may await the woman 
whose husband dies before early retire- 
ment age, usually 55. No matter how long 
he has worked, his wife is likely to find 
herself with nothing. After January 1st 
she will have a pension even if her hus- 
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band was only 40 when he died, as long as 
he had been in the pension scheme for 11 
years. It is estimated that 10,000 women 
will benefit every year from this 
provision. 

But what of women who work, yet also 
wish to have children? Up to now, taking 
a year off has meant losing a year of the 
10 that must be spent in the scheme 
before a pension is said to be vested; this 
means that the right to a pension is 
assured. Under the new bill mothers, and 
fathers, will be able to take a year's leave 
without this counting as a break in ser- 
vice. Moreover, any employee will be 
able to take up to five years off without 
losing the credits towards a pension that 
he or she has earned. 

Another provision designed to benefit 
women, who usually start work earlier 
than men, is that they will be able to join 
a pension plan at the age of 21 (at present 
they must wait until 25). And if they 
started work at 18, say, the three years 
until they can join the scheme will count 
towards vesting. This means that the 
woman who leaves to have children will 
have something to come back to. The act 
will even have something to say about 
pensions and divorce. It authorises the 
courts to award a wife part of her former 
husband's pension as part of the 
settlement. 

All this is helpful, but it hardly adds up 
to a big deal. Survivors' benefits are often 
minuscule and widows will still have to 
depend mainly on social security for their 
bread and cheese. The bill does not 
address the sombre facts about working 
women's pensions. Although over 50m 
women are in the labour force, only about 
a third of them can look forward to a 
pension; when it comes it will, on aver- 
age, be little more than half what a man 
gets. Another inequity—at least that is 
what the Supreme Court called it last 
year—is that a woman with exactly the 
same work record and earnings record as 
a man receives a smaller pension than he 
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does. This is to allow for actuarial calcula- 
tions that women generally live longer 
and receive pensions longer than men. 
Work on a bill to remedy this is going on 
in congress but women will almost cer- - 
tainly have to wait until next year to see 
sex wiped out of the benefit tables. 


Missouri 
In Bondage 


STLO 


An old political proverb says that Demo- 
crats fight before an election, Republi- | 
cans fight afterwards. That adage was — 
shattered in the race for the Republican | 
nomination for governor of Missouri. It — 
was one of the nastiest in the history of 
the state. Mr John Ashcroft, Missouri's | 
attorney-general and the winner of the 
primary, and Mr Gene McNary, who runs 
the county of St Louis, started by trading - 
insults about each other's competence, - 
truthfulness and waste of taxpayers’ 
money. 
The campaign quickly degenerated into 
a contest over who was most opposed to 
the plan for voluntary racial desegrega- _ 
tion of St Louis's schools. Mr McNary 
claimed that Mr Ashcroft had not done — 
enough to defeat the plan in court. Mr — 
Ashcroft countered that Mr McNary was - 
a closet supporter of racial integration. — 
Both ran openly bigoted advertisements 
on television. 
Republican leaders in the state were so 
worried about the damage being done to - 
the party that they arranged for Vice- 
President George Bush to come to Kan-  - 
sas City the day after the primary to try to 
patch things up. If there was any justifica- _ 
tion for the the unpleasant campaign, it — 
was that the polls showed that either 
Republican could beat any of the three 
Democratic contenders. p 
In the Democratic contest Mr Ken — 
Rothman, the incumbent lieutenant gov- _ 
ernor and the candidate of the Democrat- _ 
ic organisation, ran a cautious campaign _ 
after making several early mistakes. His 
support for the women's rights amend- — 
ment angered the anti-abortionists, while _ 
his opposition to abortion upset the femi- — 
nists. Somehow he managed to lose black . 
support as well. Yet he won. E 
Democratic prospects are brighter in _ 
the race for lieutenant-governor. Mrs 
Harriet Woods, who almost became the 
first woman to hold statewide office in _ 
Missouri in her close race against Senator | 
John Danforth in 1982, stands a good . 
chance of winning after easily beating an 
opponent who tried to be nasty but found — | 
that nobody was listening to him. In the _ 
Republican race for the nomination the 
polls showed that 70% of the voters were 
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` undecided, a level of excitement usually 
found only in races in mosquito-abate- 
.. ment districts. 
۱ That apathy carried over into other 
` races. Democratic leaders were openly 
- worried that a lorry driver with a better- 
` sounding name would defeat two experi- 
enced candidates for the post of secretary 
` ofstate in Missouri and that connotations 
= would lead another unknown with little 
` money to defeat a well-financed and 
__establishment-backed figure called Pan- 
= cho Villa. These fears proved unfounded, 
- but only because, it is said, torrid tem- 


Congressman Dante Fascell is good at 
esetting rusty machines to work again. An 
E ancient train now runs in his constituen- 
pi cy in southern Florida which, but for his 
E! efforts, would have been consigned to 
۱ the scrapyard; he likes to travel on it, his 
leathery face wreathed in pipe smoke, 
musing about the times when the sub- 
tropical farmlands of Florida were 
opened up by the railways. Trains were 
۱ trains then, says Mr Fascell. 

In Washington, for his pains, he trav- 
els on an even slower engine. He is, and 
has been since January, the chairman of 
the foreign affairs committee of the 
house of representatives. For the first 
three years of Mr Reagan's presidency 
the committee, under other leadership, 
had virtually come to a halt. It was 
content to leave the shaping of foreign 
policy to the president and the senate; 
the constitution, after all, determines 

that this is generally how matters should 
| be conducted. But under Mr Fascell the 
۱ powers of the committee—principally 
control of the purse-strings—have begun 
4 ۱ to be invoked again in foreign affairs. 
Change was apparent almost from the 
۱ moment Mr Fascell took over as chair- 
J man, after the death of Congressman 
E Clement Zablocki of Wisconsin. Mr Za- 
blocki, an old-style city politician from 
Milwaukee, was generally unable to get 
a consensus among the impatient youn- 
ger members of his committee. Partly as 
1 a result, the house had failed since 1981 
۱ even to pass a foreign aid bill, which sets 
mE the limits on policy-making by dictating 
M where and how money can be spent. 
Without such limits, the Reagan admin- 
iN istration was virtually free to spend its 
n annual appropriation wherever and how- 
ever it liked. 
| After five months of backroom wres- 
۷ tling, Mr Fascell produced a foreign aid 
bill satisfactory in most respects to both 
liberals and conservatives. More impor- 
tant, he won approval for the bill (albeit 
barely) from the full house. That was no 
small feat. The $10.95 billion bill was full 
| of the sort of issues that congressmen 
used to like to leave alone, including 
whether President Reagan should be 


peratures kept all but the most knowl- 
edgeable at home. 

Much of the competition in the primary 
races has been preparation for the 1986 
senate race. Mr Thomas Eagleton, the ill- 
fated Democratic vice-presidential candi- 
date of 1972, who was replaced when it 
became known that he had been treated 
for mental illness, has announced that he 
means to retire two years hence, throwing 
the race open. The leading contender on 
the Democratic side is Mrs Woods, who 
should be in a strong position to try again 
if she becomes lieutenant-governor. An- 


| | Aman for the middle 


MIAMI 


trusted, virtually without restriction, to 
provide military aid to El Salvador. Lib- 
eral Democrats were determined to use 
the bill as a brake on the administration’s 
adventurism. Right-wing Republicans, 
on the other hand, would have been 
happy not to see a bill at all. That it 
emerged, and was generally acceptable, 
is a testament to Mr Fascell’s legislative 
skills. He is not an ideological tub- 
thumper; he seeks compromise. In the 
words of a colleague, “He has an instinc- 
tive sense of where the middle lies and 
how to get there”. 

That is not to say that Mr Fascell is 
mealy-mouthed. To the contrary. In the 
course of his 30 years in the house he has 
taken on presidents and party leaders 
alike. At the time of the Cambodian 
invasion he masterminded the War Pow- 
ers Act, which restricted a president's 
authority to involve American troops in 
hostilities abroad. He went over the 
heads of his superiors in the Democratic 
party to help pass a law requiring public 
officials to disclose their personal fi- 
nances. And he has been a blunt-spoken 
chairman of the Helsinki Commission, 
which oversees the Soviet Union's com- 
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other contender is Congressman Richard 
Gephardt, but he is moving rapidly ahead 
in the house of representatives and may 
see a better future there. 

For the Republicans, the leading candi- 
date to succeed Mr Eagleton is the pre- 
sent governor, Mr Christopher Bond. Mr 
Bond is so popular that, if the state 
constitution did not bar him from another 
term, he could probably have the job for 
as long as he wants. If Mr Bond wins the 
senate seat he would still be young 
enough to be a factor in presidential 
politics in the late 1980s and the 1990s. 


pliance with the Helsinki agreements on 
human rights. 

Mr Fascell has also been something of 
a thorn in President Reagan’s side. He 
was barely installed in his chair at the 
foreign affairs committee before he be- 
gan to growl about administration tin- 
kering with the Inter-American Founda- 
tion, a tiny agency which he himself had 
founded to distribute a small amount of 
private and public economic aid to Latin 
America. Finding that Republican activ- 
ists were being appointed to the board of 
the agency, Mr Fascell said that, in 
future, he wanted to be consulted when 
people were hired or fired. In future, he 
will be. 

Relations between the administration 
and Mr Fascell opened, and continue to 
operate, in an atmosphere of some dis- 
trust. Well before other house leaders, 
Mr Fascell publicly demanded that the 
marines should withdraw from Lebanon; 
he has voiced his opposition to aid for 
the Nicaraguan "contras"; and he has 
challenged administration proposals for 
satellite weapons, the MX missile, chem- 
ical warheads and other military pro- 
grammes. "Confrontational and ex- 
tremely dangerous" is his assessment of 
the Reagan style in foreign affairs. But 
he does his best, as a believer in "contin- 
uous interaction", to work with the pres- 
ident all the same. 

Back home in Florida, this concilia- 
tory style has enabled him to remain 
virtually invincible through 14 elections: 
no mean achievement, given the polyglot 
nature of his district. Suburbanites in 
Miami, vegetable farmers in Homestead 
and bohemians in Key West are all Mr 
Fascell's constituents. He does his best 
to look after his Own, importing federal 
money for roads, parks, bridges, beaches 
and his beloved railway project. 

In recent years his balancing act has 
become more precarious as Miami has 
grown into a city crowded with, and 
increasingly governed by, conservative 
Cuban exiles. It was Mr Fascell who led 
the fight in congress for money for Radio 
Marti, a propaganda station aimed at 
Cuba. He managed to do so without, 
however, scuttling his liberal credentials. 
“I must work with all types of people," 
Mr Fascell says. "Left, right, up, down 
and in all shades of grey." 
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If you’re considering tickets and translation ser 
relocating your company, C] V ۱8 / ED vices, or almost anything 


consider moving to the 


world’s most chosen EXPERIENCE The Health Club — 


work environment * Because the fast track is 


the Pan Am Building. sometimes less than kind to the executive 
Theadvantagesare abundant, from our body, we're planning a well-appointed 
ultimately convenient location over Grand health and fitness club. 


Central Station to the spacious offices, spec- Executive In-House Parking — A yearly 
tacular views and 24-hour security. reservation is all it takes to end 
Already a world-renowned the uncivilized morning search 
business address complete with for a parking space. 
fine shops and restaurants, the The Elevators — If patience is 
Pan Am Building is offering its not one of your stronger virtues, 
tenants a luxurious new array of you'll appreciate the 59 elevators 
special amenities, including: for 59 floors — a maximum wait 
The Executive Services Director of 12 seconds. 
— On those frequent occasions To learn more about the civi- 
when business and pleasure lizing effects of the Pan Am 
merge, he'll make all your Building, please call Metro- 
arrangements for hotels, restau- politan Realty Management İnc., 
rants, transportation, theatre at 212-986-2100. 





THE PAN AM BUILDING. THE WORLD'S MOST am LIZED WORK ENVIRONMENT. 


©1984 Metropolitan Realty Management, Inc., New York, N.Y 
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If you trade silver, gold, or currency options, call your broker 
right now. Demand a quote of the new commissions of the 
European Options Exchange. 
You are going to be pleasantly surprised. In fact, what you 
learn about our new commissions may give you a powerful reason 
to trade on our lively and fast-growing exchange. a 
Some more facts you should know: our exchange is loca- 
ted in Amsterdam. Right now, it offers you access to options 
trading 16 hours a day. Soon you will be able to trade around the 
clock around the world. 
You can trade or hedge in gold, silver or in dollar/guilder, 
sterling/dollar, dollar/deutschmark. 
Whether your objective is to protect your company’s expo- 
sure to international currency risks or simply 
to profit as an individual trader, the European 
Options Exchange could be for you. OPTI NS 
We ask you to telephone your broker 
and inquire about our new commissions. EXCHANGE 





European Options Exchange, Dam 21, 1012 JS Amsterdam. Telephone 020-26 27 21, ext. 212. Telex 13473. 
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EUROPE 





Have West Germany’s Greens 


found a future? 


FROM A SPECIAL CORRESPONDENT 





Tomorrow the world, or at least the Bonn government 


Once upon a time (in the late 1960s), a 
hostile stepmother (West. Germany’s 
Christian Democrats) and a kindly but 
weak father (the Social Democrats) de- 
cided that they had no room for children 
who thought for themselves. So they 
abandoned Hansel and Gretel (rebellious 
young West Germans) in a dense wood. 
Far from perishing, as their parents had 
expected, Hansel and Gretel became 
Greens. They quaked at the forest’s nu- 
clear terrors and cherished its trees. Soon 
they spied a glittering gingerbread house 
(the Bundestag) in a clearing. Being 
hungry, they ran inside. This was their 
first big test. For the house belonged to 
the wicked witch of the establishment. 
How are West Germany's no-longer- 
so-young Greens doing in this trial? In 
terms of votes, they are on the up. At the 
general election in March, 1983, the 
Greens got into the Bundestag for the 
first time, with 28 seats. This spring, in 
the state of Hesse, they entered a near- 
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coalition with the Social Democrats. In 
June, the Greens displaced the struggling 
Free Democrats as the third West Ger- 
man party in the European parliament. 
The Greens already hold seats in six of 
the 11 Land or state parliaments, and in 
state elections next year the Greens are 
hoping to win seats in three more Länder. 
Beyond that, some Greens are already 
thinking—or rather furiously arguing 
with each other—about joining govern- 
ments in Bonn. 

This heady rise was difficult for the 
Greens to handle, partly because it came 
so swiftly. At federal level, the party is 
less than five years old. Its predecessor, 
the Alternative Political Alliance, a loose 
federation of local groups with a counter- 
political tinge, fought the 1979 European 
elections and got 3.2% of the vote. 

Running for the first time under the 
name of "Greens" in the 1980 general 
election, the new party won only 1.5%. 
The Greens blame this unpromising na- 


tional debut on an all-absorbing contest in. _ 
1980 between the established parties: the 
Social Democrats (still in coalition with - 
the Free Democrats) beat the Christian — 
Democratic opposition led by Mr Franz — 
Josef Strauss. In the Greens’ view, the — 
centre and left were not ready to risk — 
votes on a newcomer for fear of letting in 
their right-wing bogyman. 

But that was the briefest of setbacks. By 
then, the Greens (or their immediate _ 
forerunners) had already started winning - 
seats in local and Land elections, sta 
with Bremen in 1979. Their breakthfough - 
into the Bundestag came with the early | 
general election called last year by Mr- 
Helmut Kohl, the new federal chancellor, - 
to confirm his Christian Democrat-Free - 
Democrat government in office. The — 
Greens won 5.6% of the vote, with sup- - 
port from left-wing Free Democrats disen- — 
chanted by their party's change of part- _ 
ners. This was the first time in more than — 
20 years that a new party had breached the 
5% barrier which has to be crossed to win — 
seats under the West German system of | 
proportional representation. The Greens - 
also got just enough seats to qualify them _ 
for full parliamentary status. This gave _ 
them seats on committees, official staff 
and election expenses. > 

In taking to parliamentary life in Bonn, | 
the Greens have kept their irreverent _ 
good humour and their taste for family 5 
rows. They occupy a large space in one of ~ 
the buildings in Bonn set aside for the 
members of the Bundestag and their - 
staffs. The office provides Me 
for nearly 150 people (and for quite a few | 
bicycles outside). 










Greens are not greedy. They could _ 


each take the yearly Bundestag salary of - 
about DM94,000 ($32,000) gross plus tax- _ 
free expenses of about DM56,000. In- 
stead, by self-denying ordinance, they ` 
draw only DM24,000 a year after tax and © 
the same again in expenses. The rest of - 
the money goes into a special account, (O 
be spent on Green causes chosen by the E 
parliamentary party. 

Green members of the Bundestag not | 4 
only draw less money than those in other - 
parties: they are younger (about 40 years 
old on average, compared with about 0 
for the others); many more of the Greens 
are women (more than a third of the 
Green contingent, 
than a tenth for the federal parliament as 
a whole). Most of them refuse to meet the 
Bundestag’s unofficial dress code. They 
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Unbarbered in the Bundestag 


wear Jeans, T-shirts or home-knit jerseys 
(sometimes home-knitted on the pre- 
mises). Above all, they like to shock their 
more conventional colleagues: they 
brought flowers and potted plants to the 
current parliament's opening session last 
year—and then proceeded to boycott Mr 
Kohl's swearing-in ceremony. 


Golf lawns that fester 

Mr Joschka Fischer, a member of the 
Bundestag and until recently the Greens' 
parliamentary floor leader, makes his 
party's "chaotic garden of weeds", as he 
puts it, sound attractive, especially by 
comparison with the “manicured golf 
lawn" represented by the other parties. 
But some of the Greens themselves are 
growing tired of the deliberate informal- 
ity and not-so-deliberate inefficiency. 

Last March, a coup replaced the entire 
leadership of the parliamentary party 
(some of whom had become national 
figures) with a group of six deputies, all 
women, whom few had heard of. Out 
went the best-known Green, Ms Petra 
Kelly. Her passionate, rapid-fire delivery 
on matters of peace and disarmament had 
made her a regular on television. Out 
went Mr Otto Schily, once a defence 
lawyer to members of the Baader-Mein- 
hof urban guerrilla gang. Since turning 
Green, he has won attention with his 
work on the parliamentary committee 
investigating the Flick campaign funds 
affair. And out went four other promi- 
nent colleagues. In came a sextumvirate 
of relatively obscure replacements—three 
teachers, a lecturer, a professor of phar- 
macy and a nurse, some married, and 
several with children. 

Defenders of the change could argue 
that the old leaders were tired and 
strained. Each member tended to blame 
the others for grabbing too much atten- 
tion. A group of alternates, it was felt, 
might be quieter and more co-operative. 
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The proposal won a respectable majority 
when put to the full parliamentary cau- 
cus. The new leaders are now getting on 
with their jobs. 

The Greens’ anti-elitism does not stop 
there. At the party’s first congress in 
1980, it was agreed that all elected offi- 
cials would “rotate” after a given time in 
office to make way for “movers-up”. 
These are a set of understudies who 
shadow the job-holders, working in the 
same office, until their time comes to take 
over. The idea was to give as many 
Greens as possible experience of office 
and to prevent elected officials from get- 
ting too attached to their jobs. Rotation 
has already been carried out, without 
obvious pain, in some of the Land parlia- 
ments. At federal level, however, the 
commitment to all-change after two years 
in office has bitterly divided the Greens 
and delighted their enemies. 

Greens such as Mr Roland Vogt, a 
bearded anti-nuclear campaigner, argue, 
not unreasonably, that it takes time to 
learn a political job and that to throw 
away experience without good reason is 
doctrinaire and wasteful. Legally, the 
rotation principle is unenforceable. West 
Germany’s basic law (its provisional con- 
stitution) requires members of parliament 
to follow only their own conscience in 
representing constituents and to ignore 
party pressure if there is a conflict. 

General Gert Bastian, who earlier this 
year left the Greens’ parliamentary group 
(though not the party itself) in despair at 
what he considered its feuding ineptitude, 
does not intend to hand over his Bundes- 
tag seat to anybody until rejected by the 
voters. Other Green members may also 
refuse to step down. If they do, the Green 
majority would think twice about asking 
them to go; if the party drops below its 
current Bundestag tally of 27 seats, it 





Bastian, Kelly and Schily: three different shades of Green 


would lose parliamentary status and privi- 
leges. To avoid a fight, most of the Green 
deputies will in the event probably follow 
the party line and step down. Many of 
them, all the same, disapprove of the 
rotation rule in private and want it 
changed. A likely compromise is to re- 
quire elected officials to hand over to 
their seconds after one full parliamentary 
term of four years. 


A broad church 

These are oddly pedestrian preoccupa- 
tions for a movement which Ms Kelly 
once described as “the anti-party party", 
and which owed its birth to a widespread 
feeling that, whether in open coalition or 
not, the main parties had in practice 
become an all-party alliance with no room 
for outsiders. True to their libertarian 
streak, the Greens are a broad church. 
There are differences of ideology and 
practice in their branches in Hamburg 
and in Hesse, in Berlin and in Bavaria, 
reflecting the great diversity of the party's 
political roots. 

Some of the Greens, such as Mr Dirk 
Schneider, a former radical journalist, 
reach back to the extra-parliamentary 
opposition during the Christian Demo- 
crat-Social Democrat "grand coalition" 
of the late 1960s. Others, like Mr Vogt, 
came up from the citizens' initiative 
movement of the 1970s. These initiatives 
were often launched by groups of ordi- 
nary people to fight local, mostly environ- 
mental, issues for which they could not 
get a hearing in the conventional political 
arena. 

Add the banners of the anti-nuclear 
movement and women's liberation, and 
one ends up with a wide-ranging party 
stretching all the way from former com- 
munists, strong in Berlin and Hamburg, 
to experts in ecology, such as Mr Wolf- 
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gang Ehmke, who is trying to protect 
West Germany’s dying trees. For want of 
a conventional label, the Greens describe 
themselves as “neither left nor right, but 
out front”, and claim that the terms “left” 
and "right" have  outlived their 
usefulness. 

Common ground within the party, 
however, covers environmental issues, 
suspicion of economic growth, a desire 
for disarmament—unilateral, multilater- 
al, any-lateral—and a soft spot for ne- 
glected causes: the third world, women, 
homosexuals. But as Green members of 
the Bundestag have found to their cost, 
that leaves lots of blank spaces which they 
sometimes have to fill in by ad-libbing. 
They were slow, for example, to approve 
of the trade unions' demands for a 35- 
hour week. (When they eventually did, 
their support improved relations with the 
unions, which had sometimes reacted to 
ıe new party with incomprehension and 
p- hostility. ) 

The Greens have traced out only the 
barest outlines of a social policy. They 
talk vaguely of a minimum wage for all 
and better local services, without calcu- 
lating how far that would increase unem- 
ployment or making clear where the mon- 
ey is to come from. They complain that 
conventional cost calculations in industry 
exclude environmental damage caused by 
factories. But they are vague about the 
alternatives. They want a non-nuclear, 
demilitarised and neutral Europe, al- 
though they are not agreed on a practical 
European defence policy for a (presum- 
ably lengthy) transition. Though they say 
that the Russians, as well as the western 
powers, are building too many nuclear 
missiles, most Greens want the west to 
Start disarming on their own without 
waiting for the Russians. 

On the environmental front, old-school 
Politicians in their quieter moments will 
“admit that the Greens have done well. A 
decade or so ago only a few zealots 
worried about air-pollution and nitrates 
in ground-water. Today every well- 
stocked bookshop in West Germany has a 
shelf full of paperbacks which expose the 
latest poison dump scandal or offer do-it- 
yourself advice about cleaning up the 
environment. The established parties 
must now at very least bow in the envi- 
ronmentalists’ direction. 

The Free Democrats surprised them- 
selves by causing a fuss about the latest 
ecological issue: a government decision to 
allow a new coal power station at Busch- 
haus near Hanover to start up without a 
filter to reduce sulphur emissions. Mali- 
cious tongues say that they were borrow- 
ing Green plumage merely to improve the 
chance of their own survival as a party. 
But green is so much the colour of the 
moment that the conservative coalition 
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The Greens take root 
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has ignored the opposition of industry 


and introduced a series of environmental 
measures involving gas scrubbers on large 
coal-burning plant, lead-free petrol and 
catalytic converters for new cars. 

The Greens do not mind others pinch- 
ing their ecological ideas if they consider 
this means less pollution. But they claim 
that they are more effective than other 
parties at raising public concern about 
pollution and getting something done to 
prevent it. Evidence provided by the 


Greens, they point out, led to the closure 


of the Boehringer chemical works in 
Hamburg: dioxin, a poisonous by-prod- 
uct from the plant, was getting into the 


nearby air and soil, and possibly causing 


birth-defects in children. This was the 
first time a West German plant had been 


closed on ecological grounds. The shut- 


down cost 220 jobs, and the Greens made 
no apologies for adding to the unemploy- 
ment rolls. 


Where the votes are 
The Greens have a handsome electoral 
profile. About a quarter of West Ger- 
mans under 25 years old are reckoned to 
vote Green. Despite their love of the 
country, Green voters are mostly city 
types (though there is now some support 
from small farmers). Green voters are 
likelier to take an interest in politics than 
supporters of other parties are, and they 
are significantly more highly educated. 
This educational edge could be impor- 
tant. West Germany has had an education 
explosion in the past 25 years—half of 
school-age children now go to grammar- 
type schools, compared with only a quar- 
ter in 1960. More schooling means more 
Greens—or so the new party hopes. 

Winning first-time voters is one thing, 
converting and holding older voters is 
another. Most converts to the Greens are 
former Social Democrats and most Green 
supporters today would vote for a Social 
Democrat if unable, for whatever reason, 
to make their first choice for a Green. 
The Greens also recruit, not just from 
disgruntled Free Democrats, but from 
environmentally-minded supporters of 
the ruling Christian Democrats—al- 
though the Greens strike most conserva- 
tives as too zany. Quite a lot of people 
who previously did not bother to vote at 
all now vote Green. 

The Greens’ party base is tiny (about 
32,000 paying supporters), and worlds 
away from the smooth efficiency of the 








i | big party machines. Their Bonn head- 
. quarters is a genteel, crumbling villa filled 
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- with rattan furniture. There is not a word- 


V 


. processor in sight, but commitment and 
enthusiasm of the first hour fill the air. 


— On the walls are posters supporting the 
Greenham Common women; an embroi- 
— dered banner proclaims, obscurely: “Do 


1 


watch out." 
The European election helped to swell 


_ the party coffers, because the Greens do 


> 


Pe 
*T 


not go in for slick, expensive electioneer- 


- Ang. Big business and the trade unions 


have so far kept their chequebooks shut. 


= But this has not harmed the Greens 


unduly. Public funds provide European 
election reimbursements whether the full 
allowed expenses have been incurred or 
not. Supporters—who heavily outnumber 


— fully paid-up members—provide free ser- 


Ls 


— vicgs instead of cash. 


Whether formally enrolled or informal- 


- ly involved, the party's foot soldiers are 
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vital to its operations. The doctrines of 
"basis democracy" and "the imperative 
mandate" oblige Green elected officials 


= to make themselves available for frequent 


meetings with the party faithful, and then 
to do as they are told. The Greens' 


. "basis" does not like its members of 


Lv 


— - Schoppe, one of the parliamentary par- 
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parliament to get uppity. Ms Waltraud 


ty's new spokesmen, who was previously 
a teacher without much experience of 
public life, says that her local party sup- 
porters criticised her for having acquired 
the knack of getting up in public and 
making an extempore speech: “You used 
to be just like us," they told her, “but 
you've changed.” 


B Is the wicked world 
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That sense of lost innocence now per- 
vades the whole party, and is threatening 
to split it. Some supporters had doubts 
about going into the parliaments at all, at 
least above local level; they wanted to 
concentrate on fundamental opposition 
to the existing system, by means of 
Machtkontrolle (the restraint of power) 


` rather than Machterwerb (the acquisition 
| Of power). But the Realpolitik wing of the 
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party—represented by politicians like Mr 
Schily and Mr Fischer—believe that the 
Greens muśt make the march through 
West Germany’s institutions. They are 
prepared to co-operate with other parties 
en route. Mr Schily talks favourably 
about the possibility of a red-green coali- 
tion with the Social Democrats. 

The first step towards such a coalition 
has now been taken in Hesse, part of 
West Germany’s industrial heartland that 
includes Frankfurt. The Greens there had 
a fundamentalist reputation, while the 
Social Democrat premier, Mr Holger 
Börner, was considered anti-Green and 
conservative. A regional election nearly 
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two years ago left Mr Bórner without a 
majority. After struggling with a minority 
government for a year, he called another 
election, only to be faced again with an 
inconclusive result. He started talking to 
the Greens after trying everybody else 
and getting nowhere. After much aggra- 
vation, the Social Democrats and the 
Greens came to a “toleration agreement” 
in June. This cost Mr Bórner some envi- 
ronmental and budgetary concessions and 
meant gulped pride on both sides. Mr 
Bórner recalls that when he put the 
agreement to his party, he was faced with 
"incredulous amazement and numb hor- 
ror". He accepts that this excursion into 
the unknown is risky for the Social Demo- 
crats—and even riskier for the Greens. 
But he does believe that Hesse's Greens 
will stick to a bargain and can deliver on 





their promises. 

The Hesse experiment is being 
watched with interest both in Bonn and 
in the other Länder. Three of these— 
North-Rhine Westphalia, the Saarland 
and West Berlin—are to hold their own 
elections next year. Berlin already has 
Greens in its parliament, but they are 
less co-operative and more left-wing 
than most, and would be difficult part- 
ners for Berlin's Social Democrats. The 
Christian Democratic mayor, Mr Eber- 
hard Diepgen, is afraid that a Social 
Democratic-Green coalition would en- 
courage industry to leave Berlin, scared 
off by the local Greens' anti-Nato, dis- 
arm-come-what-may security policy. 

Should the Greens win seats in North 
Rhine-Westphalia, the local Social Dem- 
ocrats, like Hesse's, would probably co- 
operate with them, grudgingly, if they 
had to. The Social Democratic leader in 
Saarland, Mr Oskar Lafontaine, is more 
sympathetic to the Greens. He has al- 
ready hinted that he will consider a red- 
green coalition. If allied, Saarland's 
Greens and Social Democrats could re- 
place the present Christian Democrat- 


Free Democrat coalition. On present 
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showing, the Greens should do well in all 
three places. 

But what about Bonn? The next federal 
election is due in March, 1987. That 
leaves a lot of time to see how the Greens’ 
regional experiments go. There are plen- 
ty of uncertainties: will the Social Demo- 
crats emerge from their present dol- 
drums? Will Mr  Kohl's slightly 
accident-prone government learn to step 
over banana skins better? Will the Free 
Democrats really disappear as a national 
party, as some predict? There are Greens 
who think that 1987 will be too early for a 
proper federal campaign, and have their 
eye on the 1991 election. 

That is, if the Greens can last until 
then. Once before, in 1969, a fringe party 
of a very different colour—the neo-Na- 
zis—sprouted for a short period (though 
without ever quite getting seats in the 
federal parliament), only to wither again. - 
The Greens, who believe they have won | 
more lasting place in West German poli- 
tics, find the analogy misleading. Accord- 
ing to them, more than 30 years of 
postwar wealth have brought about a 
large shift in values in West Germany: 
away from keeping up with the Müllers’ 
conspicuous consumption, and towards a 
less materialist ethos in which environ- 
mental issues and human concerns such as 
family and friends count for more than 
gleaming new motor cars and ever far- 
ther-flung holidays. 

Whether that presumed shift in values 
means that the Greens can win and keep 
the 15-20% of the vote which they believe 
will now become their normal national 
share is another question. The Greens 
will first have to decide if they really want 
to get their hands dirty with politics as 
well as protest. That means settling, or at 
least shelving, the “restraining power v. 
gaining power" question, and decidin 
what they would do with a share of powe s 
if they got it. : 

The questions tumble out. Can the 
Greens survive the apparent dip in anti- 
nuclear sentiment and expand from their 
environmental concerns? If the Greens 
do work with the Social Democrats, how 
can they avoid being gobbled up by them? 
Do the Greens represent a new national 
trend, or have they simply been sucked 
into the third-party hole left by the Free 
Democrats? Do they really offer “nei- 
ther-left-nor-right" alternatives at nation- 
al level? Or are they bound, by their style 
and their concerns, to remain chiefly a 
local influence? 

The Greens are evasive with replies, 
because they have not yet made up their 
minds about the gingerbread house of 
established politics. Ms Kelly once said 
that if voters turned away from the 
Greens, or if they could not get their 
work done in the parliaments, they would 
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simply have to carry it on in other ways. 
For those who disagree with them, the 
Greens’ great appeal is their talent for 
making the established parties think out 
and rejustify their policies. Without this 


Poland 


questioning from the Greens, West Ger- 
man politics—national as well as local— 
would be poorer and greyer. But the 
Greens need answers for themselves, if 
they are to survive in the wicked world. 


The opposition is uncorked 


Poland's leader is too shrewd to have 
expected a thank-you from the 650 politi- 
cal prisoners whose amnesty he an- 
nounced last month. General Jaruzelski's 
reply to the charge by underground Soli- 
darity leaders that the amnesty served 
only the interests of those in power in 
Poland will have been a quiet amen. He 
will therefore be waiting as anxiously as 
other Poles to see if the amnesty sticks. 

By mid-week fewer than 100 of the 650 
litical prisoners covered by the amnes- 
| y were still behind bars: eight of the most 
prominent group of 11, all former leaders 
of Solidarity or members of the related 
Kor group, had already been released. 
The others are expected out within a few 
days. How long they stay free will decide 
how quickly Poland can begin claiming 
the financial help from the west that its 
economy so badly needs. 

On August 3rd, the United States re- 
sponded to the amnesty by announcing 
that it would lift two more of the sanc- 
tions imposed after martial law was de- 
clared in Poland in 1981. The Polish 
airline, Lot, can now resume scheduled 
flights to American airports; scientific 
exchanges between the two countries may 
resume. To the obvious relief of the cash- 
starved Polish government, President 
Reagan has also agreed in principle to 
stop blocking negotiations on Poland's 
membership of the International Mone- 

Fund. The condition, however, is 

at the political prisoners released under 

the amnesty are not sent back to jail. 

Poland and western governments also 

have to agree first on rescheduling Po- 

land's government-backed debts. Talks 
on this broke down earlier this summer. 

Keeping the newly amnestied opposi- 
tion out of jail may be hard. Kor's Mr 
Adam Michnik had to be carried out of 
Warsaw's prison gates, since he refuses to 
accept that he has done anything to be 
amnestied for, and wants his day in court. 
(The trial of Mr Michnik and his three 
Kor colleagues did actually open, only to 
be quickly suspended with the declaration 
of the amnesty.) 

Mr Wladyslaw Frasyniuk, who ran the 
Solidarity underground in Wroclaw be- 
fore his capture, quickly slipped his police 
watchers to meet Mr Zbigniew Bujak, the 
head of the Solidarity underground, in 
Warsaw. Mr Andrzej Gwiazda, a former 
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deputy leader of Solidarity and one of the 
first prisoners to be released, emerged 
from a meeting with Solidarity's Mr Lech 
Walesa in Gdansk to call for a full meet- 
ing of the banned union's national leader- 
ship. However, both men ruled out street 
demonstrations as counter-productive. 

This suggests that those now out of jail 
will refrain from openly challenging the 
government until all their comrades have 
been freed. The only prominent Solidari- 
ty man likely to be still in jail by August 
21st will be Mr Bogdan Lis, who was 
picked up earlier this year after two years 
in underground politics. Unless the 
charge of treason against him is reduced 
he will not be covered by the amnesty. 

The coming few weeks are packed with 
emotive Solidarity anniversaries, includ- 
ing the signing of the Gdansk agreement 
that gave birth to eastern Europe's first 
independent trade union on August 31, 
1980. Partly for that reason, both the 
Roman Catholic church and Solidarity 
have called on Poles to give up vodka for 
the rest of this month—just as the work- 
ers at Gdansk in 1980 were asked to give 
it up for the duration of the shipyard 
strikes. In a testing month Poles will need 
their wits about them. The government is 
also anxious about public order and sup- 
ports the anti-alcohol campaign—but it 
will lose the revenue from vodka sales. 

The bubbling pressure for independent 
trade unions will not be so easily corked. 
The Polish primate, Cardinal Glemp, and 
Mr Walesa have warned the government 
that the amnesty could backfire unless it 
is prepared to allow “pluralistic” trade 
unions, meaning independent ones beside 
the government-supervised unions set up 
after Solidarity was banned. General Jar- 
uzelski is unlikely to agree, and Solidari- 
ty's ex-officials do not sound as if they will 
take no for an answer. 


Spain 
Double standards 


FROM OUR SPAIN CORRESPONDENT 


As the Spanish administration abandoned 
a scorched Madrid to invading tribes of 
northern tourists last week, the foreign 
minister, Mr Fernando Moran, sent 
warnings in the directions of Nato and 
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Gibraltar. Ruling out any military partici- 
pation in Nato by Spain, he suggested 
that in the autumn the government may 
recommend that it should remain in the 
alliance, but only as a political member. 
The issue will be voted on by the Socialist " 
party congress in December, and then by | 
the electorate next year—if the govern- " 
ment holds the referendum 
promised. 
Mr Moran said that he hopes to discuss — 
Gibraltar in September with his British _ 
counterpart, Sir Geoffrey Howe, He con- _ 
ceded that Spain may have to lift its - 
Gibraltar frontier restrictions when it 
joins the EEC. Spain allows only Span- _ 
iards and Gibraltarians, on foot, to cross _ 
the frontier; and although Gibraltarians " 
can shop freely in Spain, the Spanish _ 





Can Moran eat his Rock, and have it?. 


customs men confiscate anything that a 
Spaniard buys in Gibraltar. These restric- 
tions, which are apparently meant to 
continue General Franco's economic war __ 
on Gibraltar by less direct means, have | 
merely strengthened the Gibraltarians' 
belief that all Spanish administrations are 
hostile to them. 

Spain's right-wingers have always ex- 
ploited the Gibraltar issue more vigorous- 
ly than the left, some of whose militants 
found refuge in Gibraltar during the 
Franco years. Recently, however, the 
communist veteran, Mr Santiago Car- 
rillo, startled his comrades by suggesting 
that Spain should remain a Nato ally—in 
exchange for the return of Gibraltar. 

Many Moroccan politicians support 
Spain’s claim to Gibraltar, assuming that 
Spain will eventually get it and will then 
be forced by logic and Islamic pressure to 
hand over Ceuta and Melilla, the two 
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.. enclaves that squat on Morocco's coast as 
conspicuously as Gibraltar does on 
Spain's. Since last December, King Has- 
^san's government has subjected Ceuta 


— and Melilla to the kind of economic 


o os cud 


pressure that Spain is applying to Gibral- 
tar (Moroccan officials speak, with some 
amusement, of "the Spanish model"); 


` and the commerce of the two enclaves has 


` suffered. 


At least on the surface, relations be- 


` tween the Spanish and Moroccan govern- 


ments have remained unruffled by their 
dispute over Ceuta and Melilla. Mr Felipe 


| Gonzalez’s first journey after being elect- 


ed prime minister was to Morocco, and 


` since then ministers have crossed the 


E ae 


` Straits in both directions. 


Behind this facade, however, the Span- 
ish defence ministry keeps updated con- 
tingency plans for Ceuta and Melilla, 
which senior officers say they will defend 
“to the last drop of Spanish blood". Last 


= week the cabinet approved a decree re- ¥ 


ducing Spain's nine military regions to 


six. One aim of this measure is to 


- strengthen the defence of southern Spain. 


— Both supporters and opponents of Nato 


'are apt to argue that the only foreseeable 


` threat to Spanish territory is North Afri- 


can, not Russian. 

Some thoughtful Spanish politicians 
are concerned by the wishful thinking in 
official circles that Spain can both get 
Gibraltar and keep Ceuta and Melilla. Mr 
Pablo Castellano, a leading Socialist, has 
said that Spain's "colonial" presence in 
Ceuta and Melilla is inconsistent with its 


— claim to Gibraltar, and that the govern- 


ment has accepted this contradiction so as 
not to upset the army. 


Portugal and the EEC 
Still haggling 


FROM OUR BRUSSELS CORRESPONDENT 


To the disgust of Mr Ernani Rodrigues 
Lopes, the Portuguese finance minister, 
the most recent EEC-Portugal negotiat- 
ing session, on July 23rd, lasted barely 30 
minutes and settled nothing. Mr Lopes 
might just as well have stayed at home in 
Lisbon. Yet, despite the July hiccough, 
the Portuguese prime minister, Mr Mario 
Soares, will probably manage to get his 
country safely accepted into the commu- 


nity in good time to launch his campaign 


for the Portuguese presidency next year. 

Entry talks were due to be completed 
by September 30th. The final negotiating 
session is now to start on October Ist. A 
couple of extra wrap-up sessions will 
probably have to be held later in the 
month. But none of the outstanding is- 
sues would justify a longer delay. 

The trickiest of the points to be settled 
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involve Spain and will have to await the 
end of the EEC's parallel talks with 
Portugal's neighbour. But at-some point 
in October Portugal and the EEC should 
be in a position to sign a document 
declaring that Portugal will join in Janu- 
ary, 1986. The accession treaty would be 
signed in February or March, 1985, leav- 
ing nine months or so for ratification. 
Three important dossiers still have to 
be approved: agriculture, fisheries and 
social affairs. For Portugal, if not for 
Spain, the first two of these seem well on 
the way to agreement. Portugal has al- 





ready broadly accepted the EEC propos- 
als for agriculture. Because of the back- 
wardness of Portugal's farming sector, 
some 85% of its farm produce—including 
fresh fruit and vegetables, wine, beef, 
pork, eggs and poultry—is thought to be 
unable to compete on equal terms with 
other EEC produce. These will be exclud- 
ed from the common agricultural policy 
altogether for the first five years, and will 
be included step-by-step over the follow- 
ing five years. 

The remaining 15% of Portuguese pro- 
duction will be subject to a more normal 
seven-year transition period. The rules on 
tomato concentrates—a product where 
Portugal does have a competitive edge— 
have still to be settled. Portugal wants 
free entry from day one; the EEC has 
proposed a six-year transition. Port wine 
poses similar problems. 

The EEC will give Portugal $550m over 
10 years to improve its agricultural struc- 
ture. Portugal will have the same period 
in which to align its farm prices. These are 
generally much higher than in the EEC, 
though low productivity means that farm 
incomes are also lower. 

The Portuguese have more or less ac- 
cepted the EEC position on fishing, but 
are haggling over details. The proposal on 
the table is for a stand-off of at least 10 
years during which Portuguese and EEC 
vessels should steer clear of each other's 
waters. The Portuguese who, unlike the 
Spaniards, have no tradition of fishing in 
more northerly waters, are happy enough 
with that. But they are very unhappy with 
the suggestion that their sardine exports 
should continue to be restricted for the 
same period. 

Like Greece, when it joined, Portugal 


will have to wait seven years before there 
is full freedom of movement within the 
EEC for its workers. Luxembourg's de- 
mand that it should have the right to 
continue the restrictions beyond seven 
years looks likely to cause a fight: 3076 of 
the grand duchy's foreign workers today 
are Portuguese. France's practice of pay- 
ing less generous social security benefits 
to migrant workers will also provoke 
some argument: the bulk of Portuguese 
migrants already in EEC countries are in 
France. 

Portugal will be much the poorest 
country in the community. As a major 
food importer, though, it risks becoming 
a net contributor to the community bud- 
get. The Soares government is confident 
that the Fontainebleau agreement, which 
seemed to settle the British budget prob- 
lem, is sufficient guarantee that it will not 
suffer unduly. It is not therefore asking 
for any special status. 

What worries the Portuguese more is - 
what they delicately call the “balance” of 
the negotiations. As they see it, there are 
really only four Portuguese products 
which are in a strong competitive position 
in EEC markets: textiles, port wine, 
tomato concentrate and sardines. The 
EEC is bent on protecting itself against all 
of them for as long as it can. The fight on 
textiles has already been conceded but 
Portugal's negotiators will keep battling 
for the other three. If they go home 
empty-handed, Mr Soares will be in a 
difficult position. He needs one win, 
possibly two, to persuade his countrymen 
to back the final deal. 





Will she have long enough to adjust? 
THE ECONOMIST AUGUST 11, 1984 
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Excuse me for breathing 


FROM OUR MOSCOW CORRESPONDENT 


Below the surface it's not so pretty 


Not many Russians have heard of West 
Germany's ecology-minded Greens. 
Those who have treat them as a curios- 
ity. Russian planners and managers, 
bent on ever higher industrial produc- 
tion, tend to treat environmental protec- 
tion as an over-rated luxury. Except to 
mention the odd technical paper on 
damage to Russia's lakes and forests, the 
press used to give pollution little play. 

It took a disaster in Moldavia last 
autumn to alert the government to the 
economic costs of industrial pollution. A 
flood of potassium-laden toxic waste 
from a chemical plant burst through a 
dam and cascaded across villages and 
fields into the river Dniester. This killed 
off marine life along a 500-km stretch of 
the river and left the cities of Odessa and 
Kishinev without proper water supplies 
for weeks. The officials in charge of the 
dam are now out of jail, but they will still 
have to face trial for negligence. 

After the Dniester disaster, the goven- 
ment imposed new pollution controls. 
Newspapers ran stories about despolia- 
tion of the countryside and poisoning of 
the air. According to Pravda, stretches 
of the river Dnieper in the Ukraine 


glisten with vivid colours from the indus- 


trial waste that factories dump into its 
waters. While Yuri Andropov was alive, 
some effort was made to clean up. Since 
February, when Mr Konstantin Cher- 
nenko took over as Soviet leader, the 
politburo seems to have lost interest in 
the enviroment. 

The anti-pollution lobby struggles on 
despite this. The Soviet Union is one of 
the most heavily polluted countries. 
There are two main problems: industrial 
muck and the after-effects of badly 
planned development. Forests and rivers 
are dying at an alarming rate. Industrial 
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cities suffer from smogs which, according 
to Eko, a magazine published by the 
Siberian economics institute, are causing 
defects in newborn children and a rise in 
the mortality rate. 

Despite new laws calling for pollution 
control, most factory managers find it 
cheaper to pay occasional fines for 
dumping or venting poisonous wastes 
than to invest in expensive anti-pollution 
equipment. The newspaper Soviet Rus- 
sia recently described the city of Chelya- 
binsk, in the Urals, as “enveloped in a 
thick pall of noxious fumes". Factory 
managers in the city were blunt: they 
could not hit their production targets and 
meet anti-pollution requirements as 
well; and there was no question which 
was more important to them. 

The harm industrial pollution does 
usually shows up fairly quickly. The 
damage thoughtless planning causes may 
not become apparent for years. The Aral 
sea, in the centre of the Soviet Union, 
was once one of the world's largest lakes. 
Irrigation has drained off so much water 
in the past 20 years that the inland sea 
has shrunk to half its original size and is 
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only a few metres deep. Winds blow 
salty dust from the bare, dried-up seabed 1 
to poison the farmland that soaked up 
the water. Farther west, the removal of 
millions of tons of sand to build roads 
and houses has all but ruined the shore- 
line along the Soviet side of the Black 
Sea. Scientists want sand put back in 
order to restore the coast. 

Last month a magazine, Our Contem- 
porary, attacked the Soviet Union’s taste 
for vast hydroelectric power stations. 
The article also broadly hinted that Mr 
Chernenko was being too feeble about 
pollution. It quoted pointedly from An- 
dropov about the importance of protect- 
ing the enviroment without balancing 
references to Mr Chernenko. For those 
who still might have missed the point, 
the article’s main target was a plan for a 
mammoth hydroelectric plant in the re- 
gion around Krasnoyarsk in Siberia, Mr 
Chernenko's base. 

Resistance is also growing to a vast 
scheme to divert water from Siberian 
rivers southwards to irrigate parts of 
central Asia (see righthand map). An- 
dropov quietly dropped the plan. To the 
horror of ecologists inside and outside 
the Soviet Union, Mr Chernenko has 
revived it. The scheme could alter 
weather patterns in the Soviet Union, 
and beyond. 

On the whole, the Russians do more 
damage to themselves than to their 
neighbours. Prevailing winds carry in- 
dustrial pollution into the Soviet Union 
from Europe. Because eastern Europe is 
closer, it is the worse offender. The 
Soviet Union, generally, is more 
dumped against than dumping. 

There is one encouraging sign: the 
Russians are beginning to show concern 
about cross-border pollution and acid 
rain. Earlier this summer, the Soviet 
Union overcame its hesitations and sent 
delegates to a European conference on 
the environment in Munich. The Soviet 
chairman of the state committee for 
environmental protection, Mr Yuri Iz- 
rael, pledged at the conference that the 
Soviet Union would cut its sulphur diox- 
ide emissions by 30% over the next nine 
years. By then, Soviet ecologists are 
probably hoping there will be a leader in 
the Kremlin who really cares about 
pollution. 
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The Daimler-Benz balance sheet for 1983 shows. 
as in previous years, satisfactory results. 

Worldwide sales rose by more than DM 1 billion 
to more than DM 40 billion. We thus maintained the 
upward trend of past years. 

With a growth rate of more than 12 per cent, pas- 
senger cars accounted for the lion's share of the sales 
Increase. 

The S-class models set a new record, thus empha- 
sizing our leadership in the field of sophisticated 
automobiles. 


The 190: New Market Potential. 


The 190 class has been a success right from the 
beginning. Production limitations restricted the 
number of 190's available during the start-up period 
as demand outstripped supply. This was also true in 
the case of our other two passenger car model lines. 

One especially encouraging aspect of the 1983 
passenger car year was the large number of new 
owners attracted to Mercedes by the dynamic 190 
series. We view the enormous positive response cre- 
ated by this series — which includes the brand-new 
190 E 2.3-16 - as an important base for future growth. 


Full-Line Producer of Commercial 
Vehicles. 


By way of contrast. the commercial vehicle sector 
had to contend with deteriorating market conditions. 
Even the strong upswing in the German domestic 

















market failed to compensate for the decline in export 
sales, particularly to the Near and Middle East. 

Despite this, Daimler-Benz was the only manu- 
facturer of commercial vehicles able to avoid layoffs 
and short-time work in 1983. With a product line fea- 
turing our new light trucks, which range from 6.5 to I] 
tons GVW, we expect to continue our leadership. 

Daimler-Benz is the world's largest manufactur- 
er of trucks over 6 tons GVW. and our product line, 
backed by our research and development work, our 
production technology and our sales organization, is 
expected to keep us in a competitive position in the 
international marketplace. 


Continued Growth With Vew Ideas. 


Our 1983 balance sheet is not only an account of 
positive development, but is also an expression ol 
foresight and provision for the future. 

During the past year we invested DM 3,5 billion 
in product development and manufacturing facili- 
ties. We spent another DM 1.5 billion on research and 
development with an eye toward further improve- 
ment of our position às à technologically sophisticat- 
ed auto manufacturer. 

Although our industry is facing major challeng- 
es, these will not impair the future prospects for the 
motor car. This is particularly true for Mercedes-Benz | 
vehicles, which have almost 100 vears of tradition 
behind them. 

We view our 1983 balance sheet as an important 
milestone on our road to the future. 


Daimler-Benz 
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Meanwhile underground 








No big 


bang, a writ or two and 


plenty of smashed windows 


No firm promise of a multi-union “big 
bang” of industrial inaction, no flood 
back to work. The miners’ strike sput- 

red on amid its now usual uncertainty 
his week. A handful of resolute strike- 
breakers, some horrendous violence and, 
in South Wales, crafty games of financial 
hide-and-seek did not add up to a new 
crisis, Although the National Union of 
Mineworkers was holding its special dele- 
gate conference at Sheffield this Friday, 
nothing dramatic seemed likely—unless 
the violence multiplied—at least until the 
Trades Union Congress opens its annual 
congress in Brighton on September 3rd. If 
the strike has not lost steam by then, that 
may be the test. 

The big bang, above all the support of 
the transport workers, had looked the 
miners’ best hope of victory, until winter 
comes to their aid. The Transport and 
General Workers’ about-to-be leader, Mr 
Ron Todd, is one of the big-bang enthusi- 
asts. And the National Union of Railway- 
men will propose to the TUC congress a 
levy of 10p a week on all members of 
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affiliated unions to help the miners. But 
enthusiasts are hard to find. The engi- 
neers, union and the electricians have 
given a firm thumbs-down. 

While the big battalions were lying 
doggo on one side, a handful of deter- 
mined strike-breakers were beavering 
away on the other—with little more evi- 
dent effect. The National Coal Board's 
hopes that the reopening of pits after the 
holidays would see a flow of miners back 
to work were disappointed. The touring 
campaign of "Silver Birch" Mr Chris 
Butcher inspired only a trickle. Mr Jim 
Pearson, the lone Scottish miner who 
returned to work at Longannet colliery in 
Fife, had his van overturned for his pains, 
and the still lonelier Mr Monty Morgan in 
South Wales soon stopped. 

Meantime two Yorkshire miners were 
applving to the high court for an order to 
oblige the NUM to hold a national strike 
ballot, and to prevent it from implement- 
ing the recent changes in its disciplinary 
rules aimed at punishing non-striking 
miners. This is not the first time that 


working miners have taken their union to 
court. Back in May, Lancashire miners 
did so to stop their leaders expelling them 
from the union, and those in Nottingham- 
shire prevented their leadership from de- 
claring the strike official and thereby 
forcing those still working to join it. But 
the new court action is the first to be 
taken against the union nationally. And 
for once the union, instead of putting two 
fingers up at the law, hired a barrister to 
put its case. 

More significant, probably, than all 
this, certainly on government and public 
opinion, and perhaps among miners too, 
was the new wave of hooliganism that 
seemed to be emerging. On Tuesday 
night a car-borne and CB-organised 
strike force of (it appeared) Yorkshire 
miners, several hundred strong, caused 
thousands of pounds worth of damage to 
cars and windows in working villages in 
Nottinghamshire. A second attempt on 
Wednesday at one of the working collier- 
ies found the police readier; 95 arrests 
followed. 

Down in South Wales, what had once 
seemed a possible turning point in the 
strike, the court-ordered sequestration of 
the NUM's South Wales area funds to pay 
its £50,000 fine, is surrounded in confu- 
sion—much of it created by the colourful 
Mr Kim Howells, the area's research 
officer. On August 6th, following a meet- 
ing of its South Wales executive council, 
the union decided to put it about that the 
court-appointed sequestrators had found 
around £1m in a Jersey account. This was 
untrue; they had found a much smaller 
sum, as the union itself now admits. 

The sequestrators have a certain 
amount of discretion about which funds 
they seize: they must be NUM assets, but 
this does not rule out bank accounts in 
someone else's name, if there is evidence 
that they contain NUM funds. There are 
bound to be grey areas. On August 7th, 
money in a private account at Barclays, 
which had been frozen on the sequestra- 
tors' orders, was released. It was held on 
behalf of the local miners' support group, 
which organises food for miners' families. 
Good news for the miners' wives making 
up food parcels, who in one strike centre 
were just getting to the bottom of their 
pile of potatoes and eyeing the local 
farmer's fat sheep. 

The South Wales union was playing at 
persuading itself that the sequestrators 
would mount a physical raid on its pre- 
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` fnises. Its offices in Pontypridd—on the 
| third floor of a building belonging to 
` another union—remain fortified by a bar- 


ji ricade of barbed wire across the staircase. 


- Above this obstacle is a quaint medieval 
_ device supposedly intended to drop on 
۱ . intruders' heads. A joke, presumably: the 
. building also has a lift. But behind the 
 union's waggish bravado lies genuine 
` hope that it might, for some time at least, 
. escape the sequestrators' jaws. 

If sequestration does bite, its most 
serious effect will be on the South Wales 


| area's picketing activities. It says it alone 


- has been spending about £50,000 a week 
. on picketing, at the Llanwern and Port 
` Talbot steel works in South Wales and at 
- working pits in the Midlands. If the 
. Sequestrators do trace the union's elusive 


` funds, it will look elsewhere for help in 


getting its men around. A meeting of 
_ transport unions planned in Cardiff for 
. Monday will look at ways and means. 


4 ` GCHQ unions 
Right but wrong 


` So the government after all was within the 
` law—subject to further appeals—in deny- 
ing workers at its radio listening station at 


۱ ۱ Cheltenham their long-established right 
— to belong to trade unions. Whether it was 
sensible to do so remains another matter. 


The unions' reaction to their defeat in 
. the appeal court this week was to promise 


` angrily to take their case to the lords, and 
- then to the European commission of 


. human rights if need be. The reaction at 
` Cheltenham was subdued. But so evi- 
3 ` dently is morale. The government's hope 
that work there can now “continue with- 
out further distraction" is to be shared 
E tough who, for the record, started the 
` distracting?) but will surely be disap- 
. pointed—the more so if the Cheltenham 
. management has ultimately to sack any of 
- the tiny band who have hung on to their 
. union cards. 
E The unions’ defeat was complete. Their 
. attempt to re-open the points of sub- 


_ stance which they had lost in the high 
. court came to nothing, along with their 


. one victory there, on the procedural point 
- that the ban had been imposed without 
` due consultation. All were smothered in 
_ the comprehensive blanket of national 
‘security. There might be areas, said Lord 
Lane, the lord chief justice, where the 
court could inquire into the royal prerog- 


-~ ative. But there were “certainly” other 


areas where it could not: 
Such an area is any action which can truly be 
said to have been taken in the interests of 
national security. . . . This is such a case. 
The unions' argument about prior consul- 
tation was beside the point: once the 
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government said national security was at 
stake, that was that. 

In one respect the appeal court agreed 
with the high court: both were uneasy 
that Mrs Thatcher had given the critical 
instruction to ban trade unions orally to 
Sir Robert Armstrong, the cabinet secre- 
tary, in December. A “surprising” way to 
take this important action, said Lord 
Lane. He might have gone further; if 
government decisions are intended to 
have legal effect, they should surely be 
both written and public. 

If the lords also decide for the govern- 
ment—indeed, perhaps even if they do 
not—the case, paradoxically, could ulti- 
mately have beneficial results for civil 
liberties. The doctrine of the appeal court 
is nothing new: it cited a judgment of 
1916: 

Those who are responsible for the national 

security must be the sole judges of what the 

national security requires. 

Mr Neil Kinnock’s instant judgment was 
that the courts were thereby “giving gov- 
ernment an unlimited licence which is 
open to abuse and which contradicts all 
the values of our democracy" —words 
that he may wish unsaid but that he will 
not easily be allowed to forget, if ever he 
occupies Number 10 Downing Street. 

Meantime, the dispute can only sour 
labour relations within the civil service. 
The government could do without that 
just now. This week, the unions rejected 
the treasury's final offer of a 4.5% pay 
rise, and said they would seek arbitration, 
which the treasury as good as told them 
the government would resist. The unions 
have also made common cause with the 
National Council for Civil Liberties, 
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which has just launched a charter of rights 
for civil servants. This would clarify their 
position on political activities, trade- 
union membership and the like. 

Would it really change things? One 
proposal is that the security check known 
as positive vetting should be applied to 
fewer civil servants. At present, 68,000 
people—mainly civil servants, but includ- 
ing some employees of defence contrac- 
tors—are vetted, many more than was 
contemplated when the procedure was 


. introduced in the 1950s. Everyone, in- 


cluding the security commission, knows 
that it is a shambles, with overworked, 
out-of-touch investigating officers strug- 
gling to keep up. So the cabinet office 
tried to rein the numbers back. It finished 
its review last week, and is jolly pleased 
with itself, having managed to cut the 
number by just 2,000 people. 


Local government finance 
Call the dustman 


When, in 1982, Mr Michael Heseltine, 
the then environment secretary, put a 
new audit commission, headed by a man- 
agement consultant, Mr John Banham, 
on top of the old district auditors who 
check local authorities, many in local 
government feared the worst. Here was 
another blow from Tarzan's club. They 
need not have worried. Mr Patrick Jen- 
kin, who now sleeps on Mr Heseltine's 
bed of nails, should. The commission's 
coming report rubbishes the govern- 
ment's system (see opposite) of funding 
and controlling local-authority spending. 
The report shoots at three targets: 

@ The grant-related expenditure assess- 
ments, Whitehall's attempt to build up 
objective measures of what each local 
authority needs to spend, are often base | 
on out-of-date or misleading information. 
Q The system of targets and penalties is 
counterproductive. Sometimes it hits 
those whom there is no need to hit, like 
the shire counties which, this year, have 
targets set below their expenditure assess- 
ments. At other times, targets act as a 
disincentive to look for value for money 
in authorities with a history of overspend- 
ing—like those London boroughs which 
next year will get 15% increases in their 
permissible spending just because they 
hurled money around like water in this 
and previous years. 

@ Rateable values, the basis of local 
taxation, are not just hopelessly out of 
date but skewed thereby. For example, 
since 1980, real-world property values in 
Bristol have gone up by 6096, but those in 
Liverpool hardly at all. Yet their rateable 
values per head are about the same. So 
Bristol could raise more money of its 
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hall’s financing of local 


hottest political issues. Yet t 
















Comes from several sources: 




























"or most authorities, the biggest 
tem: grants from central government. 
. This year, the central grants for England 
amount to some £11.9 billion. The way 
‘that total is allocated between individual 
authorities is what has made it today’s 
“hot potato. How is it done? ۱ 
|: =. Each summer the government, in the 
|. light of its own financial and economic 
|. policies, decides how much total local 
| authority spending in the next financial 
year it would like to see; how much each 
| local authority should spend (known as 
] that authority's target); and how much it 
.. Will itself contribute in all forms of grant. 
|. This last figure—the £11.9 billion re- 
| ferred to above—is known as aggregate 
exchequer grant. Part of it goes in specif- 
ic grants (dominated by central govern- 
] ments 50% contribution to the cost of 
|. the police) and supplementary grants 
. (the largest is for public transport). The 
is the amount available for 
wo rate support grants (RSG). _ 
` The first of these RSGs is straightfor- 
ward. Central government pays each 
local authority a domestic rate relief 
grant: an amount equal to 18.5p in the £ 
ie, 183%) on such part of its total 
ateable value as arises from dwellings. 
The subsidy is passed straight back to 
"domestic" ratepayers who, instead of 
paying, say, 150p in the £, will thus pay 
only ۰ | 
- The second RSG has been known 
‘since 1980 as block grant. Its total size is 
xed each year in Whitehall. The hid- 
ously complex and highly controversial 
issue is: how is it divided? - 
. One of its. purposes is, so far as 
possible, to make up for the differences 
between the home-grown resources of 




























































but in fact gets grant much as 
country are subsidising the 


| this is to breed confu- 








oc il authorities in England get through a 
bout £23 billion a year of current spend- 
ing on goods and services. The money 


icil house rents and other trading 










one local authority and another. The 
_ rateable value per head of population in 


rich cities like Manchester is much great- 


. er than in rural areas like Cumbria. The 
allocation of block grant is meant to 
ensure that, for a given level of service, 
the rate poundage shall be the same in all 
areas, rich or poor. ; 
To do that, some method is needed of 
determining what each local authority 
.. would have to spend to secure a standard 
service, allowing for the characteristics 
of its area: for example, a country area, 
with lots of small schools, has costs that a 
town avoids. So, for each authority, 
Whitehall calculates the notional cost of 
each service, by looking at about 60 
social indicators such as population, 


The Whitehall handout 
Central government grants to local 
authorities in England, 1984 -85 
Total: £11,872m 
۳ Block 8,631 
Specific 2443 
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relief 692 


number of school-children, road mileage. 

Whitehall gives each indicator a cash 
value, which varies according to the class 
of authority (metropolitan county, shire 
county, county district, etc), to reflect 
their differing responsibilities. Metro- 
politan counties do not run schools, for 
instance, so they get no money for 
school-children. 

Taking these indicators and their cash 
value into account, each authority can 


calculate how much it “ought” to spend ` 


on each of its services. Add all these 
figures up, and you get its total grant- 
related expenditure assessment (GREA). 
Though this is the sum of many mini- 
GREAs, within it each authority can 
decide for itself how much to spend on 
each service. 

Whitehall also has a formula that fixes 
a basic rate poundage (for each class of 
authority) corresponding to the standard 


Instead of planning ahead or trying to get 
value for money, local government offi- 


cers—aided by a new tribe of former local 
treasurers now in the City—spend their 
time dreaming up ways round the con- 
stantly changing rules of the grant game. 









„government has become one of today's 
most people it is a total mystery. Here is a 
simple man's guide. 


. complexion. If an authoi | 


tion to local government, 


means th 
























level of services. 


exactly its. that ist 
| that Whitehall assumes it w 
But suppose an authority pla 
more than its GREA? It is allo 
But its extra spending will not 
much Whitehall grant; the f 
fiddled (by Whitehall) to en 
larger proportion of it will have to com 
from the rates. e 
Knowing its own GREA, its 
spending plans, the basic rate for 
of authority, and the fiddling o 
formula for those who spend m 
less) than GREA, each author y 
then calculate the rate poundage tha 
government assumes it would levy, 



































grant-related poundage (GRP 

Each authority then ca 
seems, but the amount 1 
the authority has deduc 
get specific and supplem 
and any other sums that it 
disregard. It is then, at last, 
calculate its entitlement ti ch 
by the formula: — . 
Block grant = TE — ۳ 

Entitlement? Not exac 
ity must also remain ` 
This is not the same as its G 
GREA. measures what. each ۵ 
"needs" to spend. Targets meas 
nothing; they simply indicate WI 
view of how much it wants each. 
spend, in the light of gover 
nomic policy, the authori 
mance and, say it softl 




























































target, it is subject to pen 
grant it thought it was er 
present, it loses the produc 
for the first percentage point o 
4p for the second, 8p. 7 
)p for each point thereaft 
penalties will be far more fen 
Their effect depends on an auth 
RV. The higher its RV, the less gr 
authority has to lose—and the 
loses what grant it has. So some hig. 
spending, high-RV -authoritie 
GLC, may receive no block gr: 
Penalties can cut Whitel 








an authority is free to raise its ra 
do not limit its total expenditure 
government's new rate-cappin 


will do that. The environn 
will select a number of a 
year, by reference t 
spend above their targe 
will then ‘set. an expendi 
them, from which a maxi 


















tainty by building up balances. ' 
mission reckons that these. 
sary for each of the past three 






at average rates. 



























" oad a money. eus had 
a handsome 1% (in seasonally- 
ed terms) just when everybody 
it it would go up. Most forecasters 
xpecting a rise of 4.4%, That 
have left M3's 12-month growth 
und the top of the government's 
ange. Instead, it is well back on 


















ednesday, the banks cut their 
les by 1?o. The cut reverses recent 
talling 2176, and seems to confirm 
ew of the treasury and the Bank of 
igland that rates should not have gone 
p so much in the first place. ۱ 
The reason for sterling M3’s unaccus- 
omed behaviour gives the chancellor 
nother chance to crow. In July, the 
overnment’s borrowing requirement was 
zero. The treasury has repeatedly said 
hat the heavy deficits of the early months 
of the fiscal year would be followed by 
uch lower figures. In fact, the scale of 
his turn-round probably surprised the 
'asury as much as the pundits. If the 
tility of the government’s own trans- 
‘can throw financial markets into 
whirl each month, officials should 
feeling too smug. 
other points should also moderate 
y. First, the fragile state of sterling 
nakê: it hard ۶ fort interest rates to fall 










































e y ‘supply - 


à nge on previous year: c Seasonally adjusted 


This edi be Central Statistical Office : E Es miter 
published its estimates of the distribution 







of personal income in 1981-1982. The 
table compares the figures with those for | 
1978-79, to show the effects of the first 
three years of Mrs Thatcher's rule. The 
figures, unsurprisingly, show that the 
best-off households (strictly, — "tax- 
units") got a bit richer, the poorest 
significantly poorer. More surprisingly 
the tax system makes little difference: in. 
both years, the share of the rich was cut, 
thanks to tax, by about 2} percentage 
points, that of the poor rose about half a 
point. What has happened since? Mrs 
| Thatcher will no longer know; calculat- 
ing these figures every year was dropped 
as part of an economy drive. 


































Percentage shares of personal 
income 


mentation 


Before tax After tax 





















income 

group 1978-791981-82 1978-791981-82 | 
Top 10% 26.1 28.3 23.4 25.6 
11-20% 16.5 16.7 163 16.4 
21-30% 13.5 13.2 135 132 
31-4096 11.2 107 11 10.8 
41-50% 9.2 8.6 9.3 8.8 
51-60% 7.3 7.0 7.7 7.3 
61-70% 5.8 5.8 6.4 6.3 
71-80% 4.5 4.4 5.1 5.2 
81-90% 3.5 ` 3.5 4.1 4.0 
lowest 10% 2.4 2.0 2.9 2.4 





back to their pre-July levels. A significant 
rally in sterling's trade-weighted value 


will need a run of good economic news 


(eg, an end to the miners’ strike, a fall in 
American rates, a trend—rather than one 
possibly erratic month—of slower mone- 
tary growth). Otherwise lower British 
rates risk weakening sterling again, and 
putting the government's inflation target, 
4396 by the end of this year, even further 


. out of reach. 


The second kill-joy is the high rate of 
embarrassment that may soon accrue to 
the new issue of national savings certifi- 
cates. The 28th issue, which went on sale 
as base rates fell on Wednesday, pays 
savers 9% a year over five years, free of 
all taxes, 1196 more than its predecessor. 
It looked needlessly generous even be- 
fore Wednesday. 


Oftel and British Telecom - 


Bet so y far pn 5 















s the aver: ge user is cor 
cerned it will: remain monopoly. T Its 25 
year licence, pub ۱ ui 
it to bea responsibl 
job is to see that it is. - s | 

BT, notably, | is ‘required | to ati al | 
"reasonable" demands f ms ser- 
vice, including, i in n particular, public. call 7 
boxes and services in ce areas. sete a 















price rise must rem n at worst, three 
ac below the rise of prices generally... 
ier Oftel, Profes- 





iens. in practice? | "rotes; r Um 
this week assured sceptics that he would | : 


in » looking for indicators of compliance : 
than. pu ۱ 


pA that: ag 
20m. telephone li 
calls a year, with a of 

240,000. And. what exactly ds “reason- 
able"? BT, for example, would love to 
slim its public call-box service, which—it 
claims—lost £50m in 1983-84. Its licence 
allows it, after a fairly laborious proce- 
dure, to remove a box that does not take 

at least £185 a year—which means several" 
thousand. out t of pus 77,00 a 





Remember the one about the mouse - 1 roa ib 


making love to the elephant? That, some wil 
people fear, could be the relationship sor 
between Oftel, the Office of Telecom- E 















did i in its worst 
e. But its new 
ead it to neglect 
able domestic user. 
| the fear of the Post 
ational Council, the 
hat was responsible for 
ntil this week. 
orced. awakening to market 
rces has already brought its customers 
ffers of glorious new technology, ser- 
ces nd space-styled instruments. You 
` satellite to San Fran- 
and clear as a bell. There 
stic users who would sacri- 
t for any old machine and 
‘ould get them to the right 
nd without the familiar, deaf- 
"ing scratch-crackle- "POP, at the other 
ide of the street. 

































Cable television 





Getting born — 


the era of cable ‘evident seems to have 
‘ome a little early to Nottingham, Brigh- 
on, Oxford and Reading. Already, 30% 
۱۲ more ۵۶ the homes that are passed by 
_ediffusion’s television relay cables in 
hese towns have forked out an extra 
44.95: per month for music, entertainment 
nd sport cable. channels. Rediffusion is 
ow: offe g these € extra channels S 














. What 


di of ihe. cables which up till 
have relayed BBC, ITV and Channel 
to 2.3m British homes. The number of 
hannels on these networks is usually 
d to four or so, and all but a few can 
E arry “one-way communications. 
theless, the figures are good news 
cablers of Bnitain. They, are the 











: b e TV is Set to go in 1 four 
where the home office, standing i in 
۱ yet-to-be- born. eae : روصنم‎ 





up roads in its: programmes. next 
March, 1985, ae new cables 











ment and digging starts in earnest at the 
end of the year. The consortium hopes to 


` have 30% of the premises passed by cable 


subscribing within two years. 

@ Clyde Cable Vision, another consor- 
tium, has the franchise for north-west 
Glasgow. Two weeks ago, Clyde ap- 





proached investors for £10m and will also 


be looking for £19m in medium-term 
loans. The placing document's facts and 
figures are probably the most detailed 
information yet Offered to potential in- 
vestors in cable TV. 

Clyde will start laying its main cables 

around Christmas time. By next April, 
when programmes and interactive ser- 
vices (such as electronic mail and banking 
from home) start, 6,000 homes and of- 
fices should have cables running beside 
them. The franchise is for 128,000 pre- 
mises and should be complete in three 
years. .. 
@ In Guildford, Rediffusion Consumer 
Electronics has scaled up its plans, and 
now wants to quintuple the size of its 
franchise from 20,000 homes in Guildford 
to 100,000 in other Surrey towns. The 
reason is partly that a larger base of 
subscribers will offset the effect of the 
Chancellor's phasing-out of capital allow- 
ances by providing more revenue to pay 
for capital outlays. But Rediffusion is also 
buoyed up by the response to its offers of 
cable programmes on the old relay net- 
works. Particularly so because most of the 
selling has been done on balmy summer 
evenings, which augurs well for the au- 
tumn when it should be even easier to 
convince people that they want more 
television. ; 

Mr David Campbell, Clyde's managing 
director and chief executive thinks that in 
the long run cable TV providers will make 
just as much money from interactive 
services, including telephony, as they will 
from entertainment. Films, sport, music 
and the like are the excuse for getting 


. cable up the garden path and into the 


home. Certainly, few cable providers are 
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homes and. offices. . A street ds + ae u 
‘being ploughed up now to test the equip- Jus 










fas awed aby bs Cabl‏ و 
casting bill, which was passec‏ 
ago. The new Cable Authority‏ 
to thrash that one out—when it‏ 






















Airlines 


We want more 
share of you | 































More trouble for the tants, 
Mr Nicholas Ridley. First 
Caledonian, now British. Mid 
ways and Air UK have put 
take over routes from British 
Their application for inte 
from Manchester and 
rives from a report by the 
Authority commissioned by 1 
and now earning him black loo froi 
cabinet colleagues. s. 

The problem is that British 
due to be privatised next : ea 
starts losing its routes, it will k 
attractive to the stock market. 1 






























protestations ofi its financial secret ty Mr 
John Moore, that competition ot cas 
is s the point of یات‎ 





about competition PE B a 2 
BMA and Air LUK are e cli nb 





















BCal. Its argument 
tised BA, freed from ; go ۱ 
and responsible for ‘four fif 
scheduled output of British 

would eat hs its small Britis ۱ 


a roughly a tenth ot Ko " oute 
the ها‎ al to fly then- ۱ 





Ridley would have Stopped 1 BC; 
and then. Instead, he v. Thes fo ۱ CÓ! 








not even ask for money ! 
transfers. Pas pape chai 


BA's lobbyiup n» paints it. True, it pro 0 
transferring from BA to BC: tthe re 
from London to Harare and the pr 
able Saudi routes to Dhahran, : 
and Riyadh; taking all BA's intern 
routes from provincial airports é 
Gatwick; and joint bte pid 
with BA on some routes to A 
Middle East and Far East 
King's charge ‘that this wo 











































































































75m a y year, reduce its 
31 7: lose. 3, 600 E has 

















P 1 او‎ E A to 
ointed a Subcommittee 





mi e again ír in nid -Septem- 
e obvious solution is to persuade 
and his counterpart at BCal, 
dam Thomson, to patch. up a deal. 
either gentleman will give in easily. 

ing knows that implementing the 
ew against BA's wishes would 
re gislat ion—and so a postpone- 




























Adar Ions that the ae he holds 
ut the more he is likely to get. Mean- 
while, Mr Ridley i is going fishing in Scot- 






























iei any û one time. Some properties 
een empty for over a year. The 
ouses not only some junior doctors 
out of around 21,000) and nurses 
000 out of 371,000) but also some 
other employees, including para- 
ics, technicians, cleaners, porters, 





rators. One day somebody was 
nd to find out. 
week, Mr Norman Fowler, the 
and social services secretary, pub- 
ished a Rayner-type scrutiny of the 
idi وی اد‎ stock. The efficiency pro- 
me set up by Sir Derek (now Lord) 
caer in 1979 is claimed, as a whole, to 
ntly yielding savings. of £240m a 
en if that figure is true; it would 
ed by the £750m which the 
TS pecie R think could be 


























ons for housin 





ical staff, ambulance drivers and ad- 


































; trainee nurses, eet not. all of them for 
relish being cooped up in a. dilapidated the 


residence where the security is better at — payi 


assailants. Two in three nurses in NHS 


accommodation canvassed by. Nursing 
Mirror last year said their present home 


was worse than those of nursing friends 


living out; note, though, that 62% of 
these nurses said they had considered 


moving out but could not afford it. 

Often, the reasons why members of 
other categories of staff find themselves 
in NHS housing are—in NHS administra- 
tive argot—“historical’’. Some hospitals 
have owned such tied cottages since be- 
fore the founding of the NHS and have 
always offered them to the holders of a 
certain job. Such arguments for keeping 
large housing stocks were brushed aside 
by the report's authors. Some health 


authorities said they needed to put up 


۰ By car to work 


Cars are winning. City planners trying to 
defend ancient, narrow streets, and em- 
` ployers trying to avoid the expense of 
car-parks, merely succeed in sending 
. jobs away to green-field sites in the 
suburbs. During the economically un- 
comfortable period between 1971 and 
1981, say the latest figures from the 
census office, although motoring costs 
rose exceptionally fast, the proportion of 
people at work in Britain who travel to it 
by car rose from 36% to just over half. 
There was a corresponding decline in the 
numbers walking, or taking the bus. 
Despite its supporters’ best efforts, 
public transport must go on losing 
ground to more individualist ways of 
getting about. Even in the city centres, 
where streets are crowded and trains and 
buses relatively plentiful, cars were by 


City centre commuters 





1981; % of those working in the area but 


resident outside who use:- 
۱ Car Bus Railt Other 
London” men 20 7 66 
4 women 9. 
Manchester men 56 
& Salford women 26 
Liverpool men 48 
۱ women 23 3147 
Sheffield men | 53. | 
|. women 23 
Newcastle. men 56° 
.upon-Tyne women 25 
Birmingham men | 59 
: women 26 
Leeds men 9; .27 Be 
| women 31 57 7 
Cardiff men | 78 . 
women — 61 


Sy and West End. iL 


4» £» Ut Oo Cn Qo 4 CO. On Ch AN 


keeping out boyfriends than burglars and — helpi 


"siti as their 
would like ti 


discounts like tho e 22-60 
on the length of tenancy) off 
council tenants. How many would buy' 
And what about the 40,000 nurses whe 
say they can't afford better? (Pay nurse: 
better? Try that on, the treasury) 
Fowler is some way from the end of t: 
rainbow. 


Transport to work | 


England and Weled 

















pêr 1 
مسج‎ tl 
tend to abort a 


j dtive there. 
ooks firm. 





in inia Sing à zinc on nthe 
ndon Meta hat They are 
in 5 Rio Tinto-Zi r 


France "s Pena rroya, and West 


mpany most ó owned doy l 


ane won an order to 


| ge to Hungary. The proposed 
deal could reopen the west's internal 
‘squabble over high-tech export 
controls. 


Standard Telephones and Cable 


۱ negotiating with ICL about its - 


: - ofer to take over the computer 


: . maker. The companies hinted that 
| the original offer price of £370m 


- would be “materially” raised. 

- - Oil prices firmed as the British 

| government told oil companies it 
would Frown on price cuts. 


e rr 1 | Lynch paid $1 00m f for most 


۱ operating i in the affairs of House of 
| Fraser; the company and its 
` | troublesome shareholder, Lonhro, 
z had accused each other of so 


The Distillers Company, Britain's 


biggest whisky producer, 


E announced the closure of two 
| bottling and blending plants, with the 
loss of 715 jobs. 


The long, hot summer is allowing 
Britain's flea population to jump to 
record levels, according to Glaxo, an 


| insecticide-producer. 


Britain’ Ss big i insurance group, 
Commercial Union, reported a 


 £14.5m loss pre-tax in the first half 
* of 1984. e claims in the UK 


926 nmn. 
Sales on comp 
$m* — ۱ 


. added to its Americ 


Taiwan agreed toc 
Amports from Ame 
| . | hope that will slow th 
qe m a 5» trade deficit. 
E | Britain’ 5 Export ۱ redits Guarantoe 
-F Department announced its first 
_ yearly trading loss: £108m to cover 
| the cost of British exporters’ unpaid 
bills. - 


America tightened restrictions oñ it 
‘textile imports from low-cost. 


producers including Taiwan, 
Hongkong and South Korea. 


The £293m privatisation of  Jagua 


the British maker of luxury cars, w 


about eight b overs 


| quick | profit. | 


Pakistan's President Zia ul 
revived hopes of transferrir 
production of British: Leyland' 
Morris ital to Pakistan. 


iraq signed an agre ement amo 


. Turkey for the construction of a new 


600 i ic Ea oil pipe 
the Mediterranean. | j 


| Mexico and Brazil put fo N v à 
year debt-rescheduling ple 


unenthusiastic foreign banks. 


iwin Jacobs's investor group, th 


largest Walt Disney shareholde 


trying to call a speci. 


shareholders toc chal 


Economic and d financia | 


areon pages 8 - 


Profits rose at 


not to the levels we said three we 
conan cot ees. Sor 3 


Things are e for. 
_down on the value of its 


| The airline. complains tha iscount travai Programmes he 3 
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WORLD BUSINESS 





A boom that is not animal, 
vegetable or mineral 


Commodity prices have nosedived at the 
peak of world economic growth. In the 
main commodity importing nations, real 
gdp is now increasing at annual rates 
ranging from 74% (America), 5% (Ja- 
pan) to 2}% (western Europe). Most 

ple do not expect growth to be any 

ter than that during the rest of the 
1980s. Meanwhile, The Economist's in- 
dex of commodity prices has slumped 8% 
in the past two months from its recent 
high in late May '(see page 83). 

Eleven commodities in the index have 
fallen by more than 10% since the end of 
May. Some of the most heavily traded 
ones, including coffee, wheat and rubber, 
fell by over 5%. Oilseeds, like soya and 
palm, have fallen by around a quarter. 
The chart below shows which commod- 
ities have fallen fastest. 

Usually, economic growth leads to a far 
more than proportionate rise in commod- 
ity prices. In the two years of fastest 
growth between the two Opec price 
shocks (mid-1975 to mid-1977) industrial 
output in the 24 countries of the Organi- 
sation for Economic Co-operation and 
Development (OECD) rose 15% while 
the commodity price index rose 59%. 

(tween October, 1972, and March, 


All fall down 


Commodity prices 
% change May 22-Aug 7,1984 


Groundnut oil - 16-4 


Soyabean meal,‏ سر 
Aluminium - 3-8‏ 
Rubber -6:8‏ 


Zinc -117 
Cotton -13:7 


~ Soyabeans - 27-4 


Palm oi -34-2 


conomist commodity price index OECD 
THE ECONOMIST AUGUST 11, 1984 


1974, while industrial production rose 
7%, the index (which excludes oil) rose 
97%. Yet even in the 15 months to this 
May, while average OECD industrial 
output has risen by around 9%, commod- 
ity prices have risen by only 21%. 

Some pessimists think that today's 
weak commodity prices are a sign that a 
fall in world industrial production is im- 
minent. They say that the cut in demand 
for raw materials must mean that manu- 
facturers have spotted that new orders for 
their own goods are flagging. The cut is 
more probably a sign that the link be- 
tween economic growth and demand for 
commodities is loosening. The fastest 
area of economic growth in 1983-84 has 
been the United States, where two thirds 
of jobs are white-collar ones, and where 
some metal-bashing industries continue 
their decline. 

A measure of metals’ declining impor- 
tance is the change in the ratio between 
consumption of metal and gdp in the 
OECD. Since 1973, there has been a 30% 
fall in the nickel used per unit of gdp, a 
20% fall for copper and a 40% fall for tin. 
Investment in metal mining has fallen in 
real terms during the 1970s, while invest- 
ment in plastics has risen; that may be 


Annual % change 


The Economist 
SDR commodity 
price index 


WA 


1963 65 70 75 80 B4 
*Revised index ‘Firat seven months over previous period 
First four months over previous period 
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Not tapping much of the recovery 


another sign of the end of the rich coun- 
tries' metal age. Even aluminium, which 
has succeeded in taking market share 
away from other metals, has been hurt by 
technological change. A quarter of all 
aluminium supplied to the American 
market comes from recycled cans. Better 
ways of recycling are continually cutting 
demand for newly-mined bauxite. 

Prices for agricultural commodities are 
being depressed by an increase in supply, 
rather than by a decrease in demand. The 
amount of grain traded is shrinking, and 
prices falling, because countries that need 
to import have been successful in increas- 
ing domestic production. Coffee prices 
are now affected more by what the inter- 
national coffee agreement does than by 
consumer spending on coffee. 

Three peculiarities of the 1983-84 re- 
covery have helped to loosen further the 
link between growth in the world econo- 
my and demand for commodities: 

Q When interest rates are high, specula- 
tors will bear the cost of holding stocks 
only if they think commodity prices will 
rise sharply. Otherwise they bail out. 
High interest rates have hit the price of 
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spite the world’ S oil glut, India i is set 
to spend $20 billion on finding and 
developing new oil fields in its seventh 
(1985-90) five-year plan. The past five- 
year plan succeeded in boosting oil out- 
put from just over 200,000 barrels a day 
(b/d) in 1980-81 to an estimated 600,000 
b/d in 1984-85, Much more needs to be 
lia's oil import. bill 
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a India’ s Bombay High 
rich has pic fuelled India’ s oil 


I in 2595 to 750, 000 
ay (b/d) by 1990. India's oil 
s forecast to rise by 35%, 
, in the same period. None 

ndia's planners reckon they can 
e CO —oil deficit down to 

250,000 or so b/d by 
e ¿search - for new oil 

















ar the starch for oil has concen- 
ated around. the. Bombay High re- 
gion-—with some success also in Gujarat 
and Assam. Planners reckon the explor- 
ers could do even better farther afield. 

ost of India's sedimentary basins have 
yet to be explored for oil at all. 

ven better, India's two state-owned 
nergy firms, the Oil and Gas Commis- 
sion and Oil India, reckon they will be 
able to pay for most of the exploration 
out of their own cash flow. Their surplus 
is forecast to total $11 billion-13 billion 
-Over the next five years. Together with a 
"few loans from the World Bank, that 
` should give them plenty of money to pay 
for the exploration drive. 

The government can hardly expect 
foreign oil companies to be of much help 
either the operation or the financing 
۱ dia’: $ oil exploration drive. The last 
















specially hard, because they are 
oking holders of gold to sell at the 
time as Russia is said to be selling 
' of the metal to pay for grain im- 
tocks of copper and other indus- 
metals have also been dumped on the 
rkets this year, flattening prices. Cop- 
| Stocks held on the London Metal 





dien interest rates in America not 
/ increase the cost of storing commod- 
They also keep the dollar strong, 
ch pushes up the cost of commodities 
d in dollars to non-Americans (The 
conomist index is expressed in SDR 
ms to iron out currency distortions). 
rowth in western Europe and Japan 
has been comparatively slow. This means 
that. these more manufacturing-intensive 
onomies have: t been able to take up 
he slack in commod ities. demand result: 
























NEW DELHI 


_time it invited the oil majors to bid for 


exploration blocks in the country the 
terms were so niggardly that only one 
company, Chevron, bothered to fill out 


its application. And Chevron has not yet 


found even a hint of oil in India. Instead 
the government is looking to. home- 
grown companies to make good its ambi- 
tious goals. 

Over the next five years, India's plan- 
ners want to double the number of 
drilling rigs active in India, increasing 
them to 223. They hope that 1,000 ex- 
ploratory wells will be drilled, and 1,500 
development wells. The target is to es- 
tablish around 7.7 billion barrels of new 
reserves, at least one quarter of them 
recoverable. In addition, the planners 
hope their explorers will discover about 
600m cubic metres of new gas reserves. 

Indian firms have already started to 
develop the new $1 billion offshore gas 
field at Bassein, near Bombay High, and 
they propose to spend a further $1.7 
billion to build a pipeline to take the gas 
ashore to feed fertiliser plants. Eventual- 
ly, the hope is to build a 6,000-kilometre 
national gas grid. 

. In addition to laying their oil and gas - 
exploration plans, Indian firms are also 

plotting ways to supply the equipment 

the explorers will need. Several are al- 

ready looking for foreign partners to 

provide the technology they will need to 

make oilfield products. 

The government, meanwhile, has de- 
cided to treat the oil-equipment indus- 
tries the same as export industries— 
which means they will not be subject to 
import restrictions or duties, and that 
they will receive tax breaks and other 
incentives. The only boon the oil equip- 
ment suppliers will not get is protection 
from imported competition. 


ing from America's shift to services. 

Many of the world's most important 
commodity producers are in developing 
countries that can least afford a cut in 
foreign earnings. Servicing Brazil's $96 
billion foreign debt swallowed up some 
80% of the country's export earnings last 
year, 20% of which came from coffee and 
soyabeans. Chile (foreign debt; $19 bil- 
lion) got half of its foreign exchange from 
copper. 

Such Latin American countries are try- 


ing to raise output to offset slumping 


prices—often by increasing subsidies. De- 
'spite the foreign-exchange squeeze and 
low prices, Chile's nationalised copper 
company, Codelco, intends to invest 


‘nearly $600m over the next three’ yearsto — 
try to raise output by 25%. To encourage - 
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. Inco, the world’ 
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E 1983" s economic recovery | to. see t 










hi mE 20% of 
er, lost $63.5m last year. ` 
; biggest nickel company 















start of 1982 during the second quarter of 
1984. If the link between industrial 
growth and commodity prices is breaking, 
industrial countries’ commodity pod iK 
ers may go bust first. | 





has made [ene 8 a mer- 
chants their angriest yet—and given them 
an unlikely pair of allies in the local 
American chamber of commerce and 
China's news agency. Those two. beat 
even the colony's government to. protest | 
ing about new, tougher, rules to come 
into effect from September. 7th on the 
labelling of a garment's ountry of origin. 

The change is intended to sto : 
ers switching the final manufacture of v 
clothes to take advantage of countries 
with unfilled or no export quotas. Come. 
monly, yarn is spun in one country, 
woven into fabric in another and run u 
into. a. garment in a third, whose label; 
origin it would bear. A-H on 
wear firm, say, would h 
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its coffee farmers, Brazil has twice nh d He | 
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e next 18 months. - 
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rise in 1984, says the OECD, to 48%, in 
- Spite of the Japanese government's tight 
monetary and fiscal policies. 





o much on strong growth in 
- Surging American demand 
apan directly by raising its exports 
erica, and indirectly by promoting 

rade in the rest of the world. The 
OECD’s economic model calculates that 


accounts for 2% of Japan’s forecast 
growth of 43% in 1984. In 1985, the 
à 


ar), and. technological innova- 
5 businessmen plenty to spend 
eir cash on. So the forecasters expect 
nvestment to rise by 6396 in real terms 
ext year, slightly faster than the 6195 
expected for 1984. 
-. Consumer spending and stockbuilding 
‘should also have a bigger role. Japanese 
household incomes will be boosted by 
. bigger wage bonuses this year. Inflation, 
though it may be a little higher than in 
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: | N tester ave ago j 


ej economic performance | 
sappointing by its own high. 
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tween 1973 and 1978. But this year has” 
een a return to export-led growth in . | 
apan. Happier businessmen have been — smidgen, to around 4%. But two uncer-- 
on an investment spree; growth should > CABE. | 


This recovery may be fragile. It de- 


the total effect of American recovery . 






iblished this week examine the prospects for fast-growing 
esent slow-growing France. The gap between the 


1 bottomed out last year, and the 


.. OECD expects some rebuilding in 1984- — ing. an 


85, adding }% to gdp in each year. | 
So, even if the export boom fades, 


. Japan's growth in 5 may fall.only.a 


tainties persist: — vr 
@ The yen has appreciated by 14% 
against the dollar since late 1982, but not 
by enough to moderate a swelling bal- 


ance-of-payments surplus. Next year, 
thé surplus could grow from the $30 
billion expected for 1984 to $36 billion. 
Like the rest of the world, the Japanese 


authorities are waiting for the dollar to- 
fall; if it does, the external stimulus will 
be trimmed, but the Bank of Japan will - 


be able to allow lower interest rates (and 
hence boost the domestic economy) 
without making the yen even cheaper. 

@ The public-sector deficit, less than 3% 
of gdp, is not high by world standards, 
and its discretionary component has 


been tightened over the past five years. 
None the less, trouble may lie ahead. A 
large chunk of government debt is due to 


be refinanced in 1985, and an ageing 
population will put an increasing strain 
on the pensions and social-security sys- 
tems. That could mean higher interest 
rates, crowding out the recovery in pri- 
vate investment, 


A better class of problem 


The differences between France and Ja- 


pan have nothing to do with the current 


business cycle. Since the oil-price shock 


of 1973-74 France has devoted less of its 


national income to investment than Ja- - 


pan has; its wages have risen faster; its 


Share of profits in gdp has been much 


lower; its rates of return on capital have 
ranged between 1096. and 20%, com- 
pared with Japan's 20-40%. A rapidly 


ageing capital stock widens the gap be- 
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Now the French. 
turning-point. The 1 
forecasts that France's 
rise from 0.7% in 1983 to 
and to 1.895 in 1985 
trends in inflation and 
Cit—in spite of setbacks 
months of this year—shou 
ue; but the unemployment ra 
the OECD guesses, to 1196 b 
1985. Even such modest over: 















































avoid two risks: Ju 
@ Wage restraint may collap 
OECD thinks slower growth ir 
is essential to keep French prices und 
control. So far, many groups 
agreed to settlements within the. 
ment’s pay guidelines—partly 
slack in the labour market. B 
begin to overshoot the gove 


or if demands for shorter : orkin 9 





labour costs could zoom again 
@ Trade may go deeper into defi 
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especially against other- T 
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lam 1 pleased. to present the half year figures 


with interim profits at a record high. 


.HALF YEAR RESULTS 


e increase in the Group's half year results. 


| to; March 1984 has been substantial. Profit 


efore tax at £53.0 million is up by 22 per 
cent. compared with last year and profit 
attributable to shareholders has risen by 46 
per cent. to £23.5 million. 


Our Hotel and Leisure interests in both the | 


United Kingdom and the Americas have 
made a signific cant contribution to the 


increase in Group profitability, whilst our 
commodity based activities in Africa have, 


ov era Il, performed well. 


In the United Kingdom the increase from 


manufacturing was partially offset by a 
lower return from motors, arising from the 
effect of the delay in launching the new Golf. 

` Since the launch, sales of the Golf have been 
strong and V.A.G (United Kingdom) have 


intained their share of the United 


Kin; dom car market. 
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company's next Annual General Meetin 
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range of American industries. The textile 


_ lobby has as much political clout as any: 


election-minded advisers of President 
Reagan are eager to shut Mr Walter 
Mondale out in the Carolinas and other 


_ important textile states in the south. 


America’s textile manufacturers ex- 


M pect, at best, only a 5% increase in sales 


this year. They say this will bring them 
lower profits, in contrast to 1983's 44% 
increase in profits on record sales of $14.2 
billion (for the 64 quoted companies). 


` Over the past decade, the American 


textile industry has lost a tenth of what 
were 2m jobs. That is as much because 
the industry has spent $6 billion on auto- 
mating itself over the past five years 
(bringing average annual productivity 


- gains of 4%) as because of imports. 


The new certificate-of-origin rules ap- 
ply to all countries that sell textiles and 


- clothes to America. America's imports of 
` these rose by 59% to more than $9 billion 


in the first half of 1984. The biggest 


` percentage rises came from European 
countries and Japan, although China, 


Hongkong, South Korea and Taiwan re- 
mained the main suppliers. 

In the past eight months, America has 
sought to renegotiate more than 100 tex- 
tile agreements with its third-world sup- 
pliers. Twenty of them met in Karachi at 
the end of last month and called for all 
restraints on textiles to be removed when 
the present MFA runs out in 1985. Within 
the Gatt, many countries want the MFA 
to be scrapped. Even if it is; America is 
likely to impose unilaterally a new set of 
textile rules (for which, read curbs) well 
before then. 


Hutchison Whampoa 
Li's légionnaires 


HONGKONG 





Hongkong wags are already saying that 
when Mr Simon Murray takes over as 
group managing director at Hutchison 
Whampoa, the Hongkong trading house, 
on October Ist, the most valuable experi- 
ence he will bring will not be the years 
spent running Jardine Matheson's trading 
division and subsequently his own compa- 
ny, Davenham Engineering, but rather 
his blooding in the French Foreign Le- 
gion. This week, Hutchison's chairman, 
Mr Li Ka-shing, the Hongkong Chinese 
property magnate, cleared out the com- 
pany's three senior expatriate managers: 
Mr John Richardson, the chief executive, 
Mr Jonathan Hubbard-Ford, the opera- 
tions director, and Mr P. W. Wight, the 
finance director. 

All three had survived the departure in 


1980 of Mr Bill Wyllie, the tough Austra- 





Li leads his own men now 

lian boss who had hand-picked them for 
the rescue team that pulled the company 
back from the brink of bankruptcy in the 
1970s. One cause of frustration for Mr 
Richardson was Mr Li's failure, from the 
time he took a controlling stake in 
Hutchison in 1979, to share many of his 
thoughts to the company's top men. But it 
was specific disagreements over how the 
company should use its cash pile that led 
to the final break. 

In March, Mr Li offered to return to 
Hutchison shareholders (of which he was 
the biggest, controlling some 36% of the 
equity) HK$2 billion ($256m) through a 
special dividend of $4 a share. The offer 
ran counter to Mr Richardson's policy of 
preserving the company's large cash re- 
serves (expected to be HK$1.2 billion by 
the end of the year). Remembering the 
brush with bankruptcy in 1974, Mr Rich- 
ardson took the view that Hutchison's 
cash position was more important than 
reported profits. Even so, in 1983, ex- 
change gains on the cash pile earned the 
company HK$233m, pushing net profits 
to HK$1,167m. 

A second dispute arose over Mr Li's 
recent suggestions for a different use of 
this cash stockpile. He wanted Hutchison 
to take over International City Holdings 
(ICH), an associate of his Cheung Kong 
property development group. As an old 
Hutchison hand put it: “Li wanted to use 
our cash to finance his projects.” 

On August 8th, ICH reported a post- 
tax loss of HK$458.4m (after provisions 
of HK$508.7m for a drop in land values) 
for the six months to June 30th against a 
small profit for the corresponding period 
of 1983. In June, Mr Li cancelled a HK$1 
billion development of residential proper- 





ty (Garden City) which was agreed in 


January between ICH and Ever Bright, 
China's token capitalist venture in Hong- 
kong. Although Ever Bright's chairman, 
Mr Wang Guangying, took the heat in 
public for the cancellation of the deal, 
Ever Bright says privately that the deci- 
sion was Mr Li's. He apparently felt that 
the project would not make a profit. 

Mr Richardson carefully managed 
Hutchison's land bank of disused indus- 
trial sites, which let the company weather 
the colony's last property boom and bust 
unscathed, and concentrated more on 
trading. That now accounts for the big- 
gest percentage of turnover, 48% though 
only 6% of profits. 

The company's new direction is un- 
clear. Mr Li has installed his own hand- 
picked team. The executive director of 
Cheung Kong Holdings, Mr George Mag- 
nus, becomes Hutchison's new deputy 
chairman and Mr Bill Shurniak, fo 
regional manager of the Canadian e 
rial Bank of Commerce (which backed 
Mr Li in his early days), is group treasur- 
er. Another Cheung Kong high-flyer, Mr 
Canning Fok, will also become an execu- 
tive director. 

Mr Richardson, as much a no-nonsense 
Australian as Mr Wyllie, once admitted 
that rationalising. Hutchison may have 
justifiably earned him the reputation of a 
"hatchetman". He has not yet said how 
the hatchet feels on his own neck, but a 
US$3.25m golden handshake might have 
dulled the edge. 


B.A.T Industries 
Plenty of puff 


With the dollar strong against European 
currencies, the takeover enthusiasts i 
America's investment banks are casti 
covetous eyes across the Atlantic 
bargains. B.A.T Industries, the diversi- 
fied heir to British-American Tobacco, is 
likely to excite their attention. 

The London stockmarket values B.A.T 
at only £3.5 billion ($4.5 billion). That is 
barely six times the group’s forecast trad- 
ing profit this year on its American opera- 
tions alone and a cheap three times pre- 
tax profit for the group as a whole. 

Mr Patrick Sheehy, B.A.T’s chairman, 
has been striking a bullish note all year 
which has helped perk interest in B.A.T’s 
shares. Their price now stands within 
shouting distance of its high for the year. 
But it still may not reflect fully the 
recovery in B.A.T's retailing businesses, 
especially in Britain where it is starting to 
solve its problems at the grocery chain 
International Stores, nor the likely bene- 
fit to B.A.T's sterling-denominated ac- 
counts of the strong dollar. B.A.T makes 
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Cheap at the price? (B.A.T industries) 
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89% of its trading profits abroad now that 
it has withdrawn from the British ciga- 
rette market; indeed 56% of profits now 
come from America. Half-year figures 
ye next month should confirm that 

- A. T is well on the way to becoming the 
first British non-oil private-sector compa- 
ny to be on its way to passing the £1 
billion annual profit mark. 

B.A.T is finding it harder than it had 
expected to wean itself off cigarettes. 
When Mr Sheehy took over as chairman 
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intra-group finance 


in 1982, tobacco accounted for two thirds 
of the group's pre-tax profit. Last year, it 
was down to 55%. But B.A.T-watchers 
say that rate of withdrawal will not con- 
tinue. Tobacco profits are defying the 
taxmen and health lobbies. Analysts are 
expecting a 22% increase in them when 
B.A.T reports next month its group fig- 
ures for the first half of 1984. Tobacco is 
still likely to be contributing more than 
half of group profit in 1985. The self- 
imposed target of 40% still looks a long 


way off. 

So Mr Sheehy has to run hard to stand 
still with non-tobacco businesses. Within 
the past month, B.A.T has 
@ raised its stake in Horten, the fourth- 
biggest West German department-store 
chain, from 34% to 49% (with majority 
control to be taken as soon as the West 
German cartel office gives its approval); 
@ bought a Brazilian fruit-juice maker, 
Industrias Alimenticias Maguary; 

@ and an Ohio paper mill from P. H. 
Glatfeller, the specialist paper maker. 

These latest acquisitions, costing less 
than £200m between them, are modest 
compared with B.A.T's £968m ($1.4 bil- 
lion) takeover of the Eagle Star insurance 
group at the beginning of this year. But 
all four fit into a long-term plan to make 
B.A.T stand on two legs: low-tech manu- 
facturing—mostly tobacco and paper and 
packaging—and services (retailing and 
financial). 

B.A.T is generally well balanced. In 
paper, for instance, it has Wiggins Teape 
in Europe and Appleton Paper and Mar- 
don Packaging in America; in retailing, 
Gimbel-Saks and Marshall Field among 
others in America and Argos, Interna- 
tional Stores and Hortens in Europe. The 





Dreich days for distillers 


Here's tae us, wha's like us; 
There's gey few o'us left. 


The Scotch whisky industry must reckon 
that that old Lowlands toast sounds too 
apt today. After having to counter the 
effects of the world recession, Scotland's 
distillers now have to contend with flocks 
of Greenland geese and their human 
protectors. This is bad news for the 
British economy—Scotch earns more 
than £800m a year of foreign exchange— 
and for the fewer than 20,000 people still 
employed in the industry. 
۰ This week, Britain’s biggest distiller, 
The Distillers Company, announced that 
it will close next March two plants at 
which it blends and bottles its White 
Horse and VAT 69 whiskies. The two 
works, near Edinburgh and in Glasgow, 
are among Distillers’ older operations, 
and the company will use spare capacity 
in its more modern bottling and blending 
plants for those two brands. Some 715 
jobs will go. These closures have been 
expected for some time; Distillers’ pre- 
tax profit fell 8.5% to £191.6m in the 
year to March 3lst. Sales volume has 
been in decline since the late 1970s. 
Distillers is particularly exposed inter- 
nationally. Unlike its great rival Arthur 
Bell, which sells more than 60% of its 
Scotch in Britain and has kept up both 
sales and profits, well over 80% of 


Distillers’ whisky sales are abroad. They , 


have been hit by foreign imitation, reces- 
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sion, austerity measures in debt stricken 
countries and, for a time, by a post- 
Falklands anti-British sentiment in the 
important South American markets. 

The closure of the plants, coupled with 
Distillers’ acquisition of Somerset Im- 
porters, a big American liquor distribu- 
tor, may suggest that Distillers is shaking 
off its pre. grouse-moor image. In 
time, the new approach may make itself 
felt where the industry has been at its 
weakest, in marketing. 

Much of the decline in the fortunes of 
Scotch has been put down to younger 
drinkers preferring "cleaner", lighter 
drinks like vodka and gin. At times the 
Scotch producers have seemed unable to 
sell themselves, despite the evidence 
that, with up-market advertising, heavy 
brown spirits (like armagnac) can be sold 
as a chic tipple. 

One place to start would be with the 
single malts—the Scotches that come 
from one distillery rather than being 
blended from many. To many palates, 
the finest of all malts come from the 
island of Islay, off Scotland's west coast. 
The eight distilleries there produce a 
whisky with a distinctive smokey style 
known as the “peaty reek”. 

To get the reek, you need the peat, 
which is burned to create heat which 
stops the malted barley germinating. 
Distillers wants to start cutting peat from 
the Duich Moss for its Caol Ila and 
Lagavulin distilleries (Lagavulin is the 





peatiest Scotch of them all). The govern- 
ment has given it permission, but envi- 
ronmental groups, object. Islay is a main 
wintering ground for the rare Greenland 
white-fronted goose, and it is claimed 
that cutting the peat will drive the num- 
bers of geese dangerously low. 

The controversy has come just as the 
economy of Islay which has suffered with 
the decline of whisky, had been looking 
a little brighter. The distillery at Bunna- 
habhainn, which has been closed for a 
while, will start producing again next 
month. It produces just the kind of spirit 
that the industry should, God and geese 
willing, be able to sell once the yuppies 
tire of their boring white drinks and 
oversweet cocktails. 
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Smokin' Pat 


one glaring exception is financial services. 
Eagle Star took B.A.T into consumer 
financial services in Britain at a jump, but 
it has little American business. It is no 
secret that BATUS, the holding company 
for B.A.T's American operations, is 
looking for a financial-services company 
to buy. The bigger B.A.T becomes, the 
harder it will be to swallow. 


Baron Marcel Bich 
Leaving the chair 


PARIS 


When a 70-year-old boss sells his office 
furniture to his firm it is a fair bet that he 
is considering retirement. So French busi- 
ness leaders are getting ready to bid adieu 
to Baron Marcel Bich, one of their most 
original and successful colleagues. 

The Bic company, which the baron 
founded in 1950, is one of France's best- 
known firms. Last year, it increased sales 
of ballpoint pens, disposable razors, 
throw-away lighters, women's tights and 
windsurfing boards by 19% to FFr5.4 
billion ($630m). Net profit rose by 27% to 
FFr269m. 

Baron Bich's most likely successor—his 
third son, Mr Bruno Bich, one of 10 
children born from the baron's two mar- 
riages—is already playing his part in the 
success of the Bic empire. As head of Bic 
America, he increased net profits for the 
first half of this year by 74% over the 
.same period of 1983, to $10.5m. 

The baron attributes his success to 
having found a series of “Brigitte Bardot 
ballpoints and razors that appeal to 80% 
of men”. Price wars with American rivals 
did not stop Bic’s white-and-yellow dis- 
posable razors making a profit last year. 
Pen sales, after falling in 1982, rose by 
3% in 1983 to 11m a day. Lighter sales 
were up 7%. Bic is investing FFr100m in 
developing a miniaturised model. 

The baron's marketing touch is also 


62 








evident in the success of Dim, his tights 
and underwear subsidiary. This boosted 
turnover to FFr1.4 billion in 1983, with 
foreign sales 45% higher. But Dim's 
profits fell by 40% to FFr31.5m because 
of the cost of setting up in North Ameri- 
ca. Next year it should be better. 

The one patch of rough water for the 
group is windsurfing boards. Bic claims to 
be the world leader with 20% of the 
market. It sold 85,000 of its Bic and 
Dufour boards last year, and lost FFr40m 
in the process. This year does not look 
any brighter. Sales are well down on the 
first half of 1983. That must be galling for 
the baron, whose out-of-office passion 
has been challenging for the America's 
Cup at the command of large, expensive 
but unsuccessful yachts. 


The baron heads for his boats 

Dim will be a problem for his succes- 
sor. Having sold his office furniture to his 
firm for FFr2.6m, the baron now proba- 


bly wants to see if his son can make a 
profit from the chair his father sold him. 


Pan Am 


Free flight 


Pan American World Airways is finding 
that success can turn sour even when its 
aircraft are full of passengers. In the three 
months to June 30th, it lost $49.8m. The 
reason: June 30th was the deadline for 
Pan Am's passengers to use the free 
tickets earned as “frequent flyers". In the 
same quarter last year, when the World- 








Pass programme for frequent flyers wa 
not quite so popular, Pan Am managed | 
profit of $10.4m. 

Not that Pan Am should complain 
WorldPass is an important part of th 
package put together by the airline' 
chairman, Mr Ed Acker, to rescue Pa 
Am from the bankruptcy which looke 
imminent four years ago and still hover 
despite a cushion of $365m at the end o 
1983 in cash and short-term investments 
The idea of WorldPass is to make ۳۹ 
lers fly farther than they need for mo 
than they need. Less cynically, Mr Marti 
Shugrue, Pan Am’s vice-chairman, says 
“You've got to build brand loyalty an 
WorldPass builds brand loyalty.” Th 
method is to appeal to business traveller 
natural greed—give him free or discoun' 
ed tickets on the Pan Am system if h 
accumulates enough miles (usually at h 
company's expense). 

It works. There are now aroun 
625,000 people who have paid their $2 
fee to sign up with WorldPass (they hav 
to show an American address), and the 
are boosting the proportion of revenu 
gained from business- and first-class pa 
sengers to around 40% this year, up fro! 
2595 when WorldPass began in 1982. 

Will this be enough? Mr Shugrue sa) 
Pan Am is “out of the operating room bi 
still in intensive care. We're calling 19€ 
our year of stability, but to grow we m 
get our labour costs reduced. The om 
ny cannot continue at its present size a 
make a lot of money. It's got to grow- 
and it can't grow at current labour costs. 
Pan Am would like to cut its wage-an 
benefits bill, perhaps $850m this year, t 
about $200m. 

That is much easier said than don 
Salaries and benefits, Pan Am's large 
expense, went up by 10.8% in the secor 
quarter from $257.4m a year ago becau: 
the company was pledged to restore wa; 
cuts taken by employees at the end : 
1981. The wage concessions, for whi 
the workers were compensated by a se 
on the board and 10% of Pan Am's stoc 
had “saved” the company over $300 
since 1980. 

They have their limit, as do all tl 
other cash-raising ploys—eg, the $400 
sale in 1980 of the headquarters buildii 
in New York; the $500m sale of tl 
InterContinental hotel chain in 1981-8 
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nd the $132.4m sale of tax benefits in 
981-82. And the gloss on Pan Am’s 
ame will need polishing before the air- 
ine can risk another call on the public (it 
aised $250m in two public offerings last 
ear and exchanged $146m of debt for 
quity; and last March it raised another 
130m unsecured debt). 


Airing grievances 


Malaysian Airline System (MAS), Ma- 
laysia’s state-owned airline, wants to 
increase the number of its flights to 
London from four a week to five. Britain 
has said no. When Mrs Margaret Thatch- 
er, the British prime minister, visits 
Kuala Lumpur next month, to mark the 
patching up of the two countries’ last 


, Singapore Airlines 
۱۹ 


4 Revenue 





trade quarrel, the Malaysians are likely 
again to threaten trade reprisals if their 
airline does not get its way. 

Malaysia has to talk tough because its 

- airline needs all the international flights 
it can get but is too small to elbow its way 
into more. Kuala Lumpur airport is new, 
clean and mostly empty. It handles only 
a quarter of the traffic of Singapore and 
Hongkong and 40% of that of Bangkok. 
Foreign airlines ask why they should go 
to Malaysia when they can pick up more 
passengers at other international air- 

rts in the area, including the many 
alaysians who make connecting inter- 
national flights in Singapore. 

Singapore Airlines (SIA) has done 
better than MAS (not to be confused 
with the Monetary Authority of Singa- 
pore, of the same initials) ever since the 
two airlines split into separate entities in 
1972. It got three Boeing 707s, five 737s 
and plenty of air traffic through Singa- 

re while the Malaysians received six 

okker Friendship propeller-powered 
planes. MAS was soon nicknamed 
"mana ada system?" (where's the sys- 
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Pan Am's hope is that a sustained 
economic recovery may boost demand for 
air travel, especially if it happens outside 
America (40% of the company's revenues 
are in foreign currencies). The airline's 
best asset is its worldwide route network, 
based on four “hub” airports in America 
and five abroad. To feed those American 
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tem?) because of the chaos passengers 
used to experience then. 

As it struggled to live down this repu- 
tation, MAS concentrated on developing 
a national route network, while Singa- 
pore expanded its international routes as 
quickly as possible. SIA can now fly in a 
virtuous circle, adding new and more 
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fuel-efficient aircraft to its fleet, while its 
Malaysian competitor struggles to ex- 
pand its network to justify buying more 
aircraft. 

MAS carried 5m passengers in the 
year to March 31, 1983, 10% more than 
SIA, and employed slightly fewer peo- 
ple. But the Malaysian airline flew only 
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hubs Pan Am has cut fares on its domestic _ 
"feeder" routes to the minimum. This  . 
makes sense: the longer an aircraft is in — 
the air the cheaper it becomes to operate, — 
so long-haul routes between the hubs are 
where the company makes money—ex- 
cept when the passengers are on World- _ 
Pass freebies. ED 
3 
44m kilometres, 36% fewer than SIA. 3 
As a result, revenue per employee was | | 
M$116,000 ($49,750) to SIA’s S$246,000 
($115,200). Its breakeven load factor 
was around 7076 in the same period 
against 66% for SIA. 

MAS's profitability has been much 
more erratic than SIA's. Post-tax profits 
of the former rose from M$8.8m in 1982- 
83 to M$94m last year on turnover of 
M$1.2 billion, while Singapore Airlines' 
post-tax profits increased by 17% to 
S$123m on total revenue for the parent 
company of S$2.7 billion. Mr Abdul | - 
Aziz, managing director of MAS, blames f 
the fluctuations on high and variable | | 
interest charges. In the year to March, | 
1984, the rates stabilised and fuel costs, ۱ 
the other crucial variable for an airline, 
fell to 21% of total expenditure from 
27% the year before. 

MAS plans to spend M$2 billion over | 
the next five years buying up to three | 
Boeing 747s and possibly replacing its | 
entire fleet of 10 Boeing 737s. It wants to 
lower its debt/equity ratio from 3:1 now 
to 1:1 over the same period. Mr Abdul 
Aziz says the government will need to 
sell up to 70% of the airline's equity to 
raise M$500m. He hopes the first slice of r$ 
shares will be ready for sale in 18 D 
months' time. 

Singapore Airlines, which is also state- d 
owned, has plans to sell some of its 1 
shares, too. According to SIA's chair- 33 
man, Mr J. Y. M. Pillay, the sale is likely s 
to take place in the next three years. At 1 
least SIA has an expanding network to | 
service. MAS will not have much need 3 
for more jumbo jets if it cannot fly more ^2 
frequently to London or across the Pacif- - 
ic So far Mr Abdul Aziz has made as 
little headway expanding his existing 
network eastward as westward. 
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BUSINESS BRIEF 





The bumiputra business 


` Slower growth is sabotaging Ma- 


laysia's discriminatory economic 
policies which, since 1971, have 
determined who gets most of the 
benefits of fast growth. The poli- 
cies are lumped together under 
the official banner of the "new 
economic policy" (NEP). It dis- 
criminates in favour mainly of 
Malay Malaysians (the bumipu- 


- tras) and against Chinese Malay- 


sians. The reasons behind this 
racialist policy run as follows. 
Malaysia has 15m people. Ac- 
cording to the 1981 census, 48% 
are Malays, 34% are Chinese and 
9% are Indian. The rest belong to 
groups such as the Dayaks and 
Ibans, most of whom live in the 
two states of east Malaysia on the 
island of Borneo. Together with 
the Dayaks and the Ibans, the 
Malays constitute the bumipu- 
tras. The government translates 
this word as “sons of the soil" but 
it also implies "princes of the 
land". The Malays dominate the 
country's political life; the Chi- 
nese dominate business. The 
NEP uses every economic lever 
available to try to break the link 
between race and wealth. Among 
the levers: 
@ Education. Universities run a 
vain system, and about 80% of 
the places in higher education go 
to Malays. Almost all govern- 
ment scholarships to study 
abroad are reserved for bumipu- 
tras. Such organisations as the 
Majlis Amanah Rakyat (Council 
of Trust for the Indigenous Peo- 
ple) attempt to teach Malays how 
to become entrepreneurs. Of all 
the policies to discriminate in 
favour of the Malays, educational 
bias is the one the Chinese most 
resent. They are forbidden to 


Missing the target 


establish a Chinese-speaking uni- 
versity and, with standards of 
English declining because school- 
ing is given only in Malay, elder 
Chinese worry that younger gen- 
erations will be unable to study 
abroad. 

@ Jobs. Under an informal quo- 
ta system, every business—pri- 
vate and state—with more than 
about 10 employees is expected 
to make sure 30% of its staff at 
each level are bumiputra. Many 
companies say that not enough 
Malays have the right qualifica- 
tions, so they have to pay over 
the odds to recruit the few who 
do. 

@ Loans. The state-owned Bank 
Bumiputra, Malaysian Industrial 
Development Finance, and oth- 
ers provide cheap credit for Ma- 
lay businesses. Commercial 
banks are required to make 18% 
of total loans to bumiputras and a 
government-backed Credit Guar- 
antee Corporation guarantees 
commercial loans to small busi- 
nesses, mostly those owned by 
bumiputras. Bank Bumiputra, 
though, is now embarrassingly 
known not for cheap loans to 
Malays but for arranging loans of 
$555m to the Chinese business- 
men who owned Carrian, a failed 
Hongkong property company. 

۵ Licences. Bumiputras are fa- 
voured in the award of govern- 
ment permits for establishing 
companies. Last year 68% of log- 
ging licences and 63% of permits 
to set up road haulage companies 
went to bumiputras. 

@ Zoning. In granting permits to 
shops and factories, the state- 
controlled Urban Development 
Authority reserves a quota of 
plum sites for Malays. 


Ownership of corporate sector (%) 
Totals: 1971, M$7bn; 1980,M$26bn; 1990.M$ 75bn* 
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@ Ownership. The government 
wants Malays to have a bigger 
shareholding in the country’s 
businesses. A decade ago, the 
government bullied companies to 
sell shares cheaply to bumiputra 
businessmen—who would, as of- 
ten as not, flog their shares at a 
profit. State-owned concerns, no- 
tably the trading and industrial 
conglomerate, Perbadanan Na- 
sional (Pernas), formed joint 
ventures with established compa- 
nies and later bought shares in 
mining and industrial firms. In 
1978, Permodalan Nasional Ber- 
had (PNB, which means National 
Equity Corporation) was estab- 
lished to purchase a portfolio of 
shares to be held in trust for later 
sale to a unit trust scheme, a 
subsidiary of PNB. To lure as 
many bumiputras as possible, the 
scheme guarantees a minimum 
1095 annual dividend. At the end 
of 1983, 1.5m bumiputra inves- 
tors, a third of all those eligible, 
owned units worth M$1.1 billion 
(US$470m). 

Q New businesses. Each of the 13 
states runs a State Economic De- 
velopment Corporation (SEDC). 
These quangos invest in new, 
mostly small, ventures managed 
by bumiputras. Between 1971 
and 1982, a total of M$564m 
(US$242m at 1982 exchange 
rates) had been invested in 321 
companies. 


If ithasn't worked... 


On the face of it, Malaysia's NEP 
has made impressive progress. 
The two biggest banks, Bank Bu- 
miputra and Malayan Banking, 
are directly or indirectly state 
controlled, which is deemed to 
mean they are run by bumipu- 
tras. The same is true for the 
dominant companies in oil and 
gas (Petronas), tin mining (Ma- 
laysian Mining Corporation) 
and plantations (Sime Darby, 
Guthrie, Harrisons Malaysian 
Estates). 

Poverty has declined since the 
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30% for you, 30% for me... 


NEP was introduced, and this is 
not mere coincidence. Poverty i: 
officially defined as the minim 
level of household income 
maintain health and physical e 
ciency; 49% of all household: 
were below this breadline is 
1970. The government wants tc 
reduce the proportion to 17% by 
1990. It was on target up to 1980+ 
when the ratio had fallen to 29% 
though it twitched up again te 
30% by last year. 

Bumiputras have fared espe 
cially well. Between 1970 ane 
1979, the average income of Mai 
lay households rose by 186% a 
current prices to M$492 
month, compared with a 138% 
rise for Chinese to M$938 and . 
148% increase for Indians te 
M$756. 

But take a closer look at th 
NEP's achievements. In the ole 
days you could tell a man's occu 
pation by the colour of his skin 
Malays toiled in their padd 
fields; Indians tapped rubber; th 
Chinese were either traders o 
miners. The NEP's attemp 
make the country's workforce re 
flect the racial balance has ha* 
only mixed success. " 

The proportion of Malays 8 
farming, forestry and fishing 
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mir , Dr Mahathir Moha- — 
mad, who is closely. identified 
with the success of the policy. 
| PNB has spent M$4.8 billion 
`: r part of th purchasing shares in Malaysia’s 
in mining, manufacturing leading companies, exhausting its 
| services. Half of those em- allocation from the government 
yed in services in 1983 were in the current five-year plan. The 
‘Slightly higher than the plan ends next year: the govern- 
get. They filled more pro- ment may cut PNB's allocation in 
] technical jobs by the next plan. In November, § 
government had 1983, it announced it was delay- 
. But in administrative ing the “Malaysianisation” of the 
gerial posts, where the local branches of the two biggest 
s for them to fill 4896 of foreign banks, Standard Char- 
3y 1990, they held only tered and Hongkong and Shang- 
he jobs last year. _ hai. To attract new foreign in- 
[EP's attempt to reallo- vestment, it: will countenance 
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0% of the share capital of limit- Last year, the government de- nomic expansion have. come 
nt to hold 40% and for- of parastatal agencies. By the of publically-owned companies 
he remaining 30% (of early 1980s there were more than and the expansion of public ad- 
oughly two thirds should 90 public enterprises and over 50 ministration which now employs 
""mprise shares in Malaysian statutory bodies, most of them  1.2m people, more than a quarter 
companies and the remainder in concerned with promoting bumi- ofthe workforce. 














miputras held 4.3%, other Ma- whether to give priority to profits prominent of such companies. It 
| or to NEP goals. By September, was set up in 1969 under the 
1983, 81 state- or federally- chairmanship of Tengku Raza- 
owned 'companies had been leigh Hamzah (now the trade and 
closed down. The government industry minister), and has grown 
now plans to privatise many utili- into a hefty conglomerate with 
ties and public enterprises. If all interests in everything from trad- 
goes according to plan, the entire ing to insurance and property. 
telephone network will be trans- Gross assets totalled M$1.7 bil- 
ferred gradually to private own- lion in January, 1983. But bumi- 


given control of a mass transit that Pernas is treading on their 
system to be built in Kuala Lum- patch in moving into, eg, planta- 


Friends in high places 


` Malaysia has had more success creating a few bumiputra 
millionaires, who have grown rich through political contacts, - 

patronage and sometimes hard work, than in creating a new 
entrepreneurial class. No Chinese can hope to start a business in 
Malaysia which requires a licence or administrative permit 
without joining a Malay partner to form a so-called Ali Baba 
company. Nowadays, Ali is likely to be richer, more experi- 
enced and less sleepy than he once was. 

Today's star is Mr Daim Zainuddin, a businessman who was 
made finance minister last month, in place of another capitalist- 
turned-politician, Tengku Razaleigh Hamzah, who was moved 
to trade and industry. Last year, Mr Daim was entrusted with 
the ticklish job of persuading the United States not to sell more 
than 3,000 tonnes of tin a year from its strategic stockpile. Mr 
Daim is also the chairman of Fleet Holdings, the investment 
arm of the United Malays National Organisation, the main 
party in the ruling coalition. | 

.. The chairman of Promet, an oil rig and property group, is Tan 
Sri Ibrahim Mohamed, a good friend of Dr Mahathir Moha- 
mad, the prime minister; the firm's managing director is Mr 
Brian Chang, a Singapore Chinese. While Mr Chang gets most 
of the credit for the firm's rapid expansion, Tan Sri Ibrahim 
[| helped move Promet into property development just as Malay- 
| Sia's construction boom was getting under way. His personal 
contacts have done the firm no harm: wags in Kuala Lumpur 
e quietly post- | note that the letters *P' and “M” in the company's name are 
ts. This pre- picked out in red on the wall of Promet's new headquarters. 








g as the economy was 
g fast, bumiputras could 
bigger share of the cake 
t cutting the size of the 
left over for the rest of the 
tion. Malaysia grew by an 
> of 7.9% a year in the 
1d ministers said the econ- 


would have to grow by 7.8% 











y in the period 1981-85 for — 
۱6 NEP to stay on course. But | 
ices for some of Malaysia’s . 

mmodity exports—oil, rubber, 
in—fell in real terms be- 
| 1980 and 1983 and gdp 
1 slumped from an average 
» in 1978-80 to 5.9% 
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company shareholdings has local subsidiaries in which the Privatisation looks like beinga and vz 
1 failure so far. By 1990, parent holds more than half the set-back for the bumiputras. The -A 
umiputras are supposed to own shares. benefits they have got from eco- 


companies; other Malaysians cided to cut through the thicket about largely through the growth 


cal subsidiaries). In 1971, bu- putras. Many do not know Pernas is among the most n 


. tion of the former British 


ership. Local businessmen will be putra entrepreneurs complain ^ 


pur and a new television channel. tions and electronics manufactur- 
۱ ۱ formed a joint ventu 
| no's co-operative to build a 
` ber of satellite townships 


debt though its boss gaine 


. trol another. Nobo 
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nese without government 
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ECU 57,500,000 - 
11% 1984-1989 Bonds 
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Wall Street looks a gift bull 


in the mouth 


Wall Street is pleased but not wild about 
its summer rally. Brokers made bull-like 
noises and threw bits of paper around 
when volume on the New York stock 
exchange rose to record levels of 172m 
shares on Thursday, August 2nd, and 
m the following day, while the Dow 
es average of 30 blue-chip stocks 
jumped farther than ever before in a 
single week to 1,202. But they are cau- 
tious about how far the market can rise. 

Hopes of a rally in stocks ran high when 
long-term bond yields began to fall steadi- 
ly in early July. High interest rates had 
tempted investors into bonds and cash. 
[nstitutional investors, says Mr Robert 
Stovall, head of investment policy at 
Dean Witter Reynolds, had 30-40% of 
heir money in cash and liquid invest- 
nents. When the market turned, they 
vere in a hurry to buy. 

Even so, it took a lot to get the rally 








NEW YORK 


going. Bond prices rose for five weeks to 
early August. Commodity prices have 
been soft in recent months, and inflation 
in America low. Economic growth, 
though strong, is slowing and so reducing 
fears of an over-heated economy putting 
interest rates back on the boil. And in late 
July, there were rumours of lower oil 
prices, while Mr Paul Volcker, chairman 
of the Federal Reserve Board, hinted that 
monetary policy need not tighten yet. 
Despite this economic optimism, Wall 
Street remained sceptical because short- 
term interest rates—three-month trea- 
sury bills are yielding 10.5%—have not 
fallen in line with long-term bond yields, 
down from 13.7% in late June to about 
12.6% now. Since demand for credit is 
still strong, short-term rates are reckoned 
unlikely to fall, which could prevent fur- 
ther gains in the bond market and hence 
in stocks. When the bond market faltered 


Becker beckons Merrill 


"Thank you for your professional han- 

„dling of this disaster", said a bitter 
memorandum from employees of 
Becker Paribas, a small Wall Street 
broking firm, to their chairman, Mr 
Hervé Pinet, on August 6th. Many faced 
the sack after Mr Pinet's announcement 
that Becker—wholly owned by the na- 
tionalised French banking group Paribas 
since it bought out minority shareholders 
two months ago—would be sold to Mer- 
rill Lynch for $100m in shares. 

Paribas was keen to sell because 
Becker has lost perhaps $70m from trad- 
ing bonds in the past six months. Paribas 
is a bank giant with dwarf profits: in 
1983, it had assets of FFr505 billion ($66 
billion) and net profits of only FFr557m 
($73m). It could ill afford large losses in 
New York. And Paribas's links with 
Becker, once jointly owned with S. G. 
Warburg, the British merchant bank, 
had always been uneasy. 

Merrill Lynch says it is buying Becker 
at book value. That is cheap for a Wall 
Street firm, but Merrill Lynch does not 
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want to keep much of the company. It 
will hire only 200-300 of Becker's 2,000- 
odd staff. It is keenest on Becker's skills 
and contacts in the commercial paper 
market, where Becker is runner-up to 
the market leader, Goldman, Sachs. 
Becker's retail equity business was al- 
most immediately put up for sale. If 
Merrill Lynch can hang on to Becker's 
clients, always a risk in financial take- 
overs, the deal may pay off. 

Merrill Lynch, however, lost $32.8m 
in the second quarter of 1984 and is in no 
mood to take on extra retail salesmen. 
So Becker's equity staff are talking of 
forming their own company, with about 
600 people. Even if this happens, around 
1,000 of Becker's employees will be out 
on the street. 

One person who helped Paribas ar- 
range the deal says it emerged from a 
discussion of the bank's "strategic op- 
tions". But unless Paribas has something 
else up its sleeve, the sudden sale looks 
like an admission that it could no longer 
manage Becker. 


FINANCE . 3 
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Short but sweet? 


early this week, stock prices fell back too. 


The stockmarket's vulnerability to 


shifts in interest rates had made investors 
determined not to miss the rally when it 
came. Hence the panic to buy at the turn 
of the month. Institutions rushed in first. 
On July 31st, there were about 1,600 
large block trades (of 10,000 shares or 
more)-on the New York stock exchange, 
little more than the daily average for all of 
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last year. By August 3rd, there were 


nearly 4,800 such deals, most of them 
done for institutional investors. 


Individual investors were also quick off 


the mark, Many had lost money as the 
market zig-zagged down from its peak in 


January, when the Dow Jones industrial _ 


average reached 1,286, to its low for the 


year of 1,086 on June 15th and July 24th. 
And they missed the first two months of 
the bull market in 1982. So this time, 
individual investors wanted to buy early. 
Volume on the American stock ex- 
change and the over-the-counter (OTC) 
market, where individual investors hold 
sway, rose almost as fast as on the New 
York stock exchange. More than 120m 
shares were traded on the OTC market 
on August 3rd, up from 50m three days 
before. Though trading volume on all 
exchanges fell back when a new week 
opened on August 6th, by mid-week 
there were still as many willing buyers as 
sellers. Volume remained high, while 
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option: trading was  runtüng- up to "four 
times higher than a week before. On that 
day, options to buy or sell Merrill Lynch 
_ stock accounted for well over 10% of the 
.355,000 stock options traded on the 
American stock exchange. 

. Investors also punted on rising stock 


lo ree of London 





s wake Mr Christopher Moran, a 
thy insurance broker, dropped an- 
egal bombshell on Lloyd's of Lon- 
er the so-called Fidentia affair. In 
ttle caper, at least £6.2m was alleg- 
misappropriated over a 13-year peri- 
from syndicates run by two Lloyd's 
iderwriters, Mr Raymond Brooks and 
Mr Terence Dooley. The cash resurfaced, 
a reinsurance contracts, in a Bermudan 
urance Ato یه‎ Fidentia, which 
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one 
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30-year Treasury bond yield. : 


interest rates 


Federal fund rate 


3-month Treasury 
bill yield 


indices. The volume of options on the 
Standard &.Poors 100 index traded at 
Chicago’s board of options exchange rose 
from 150,000 a day in late July to a peak 
of more than 600,000 on August 3rd. 
Investors wary of how far the market 
can rise this summer were quick to buy on 


August 2nd-3rd and equally quick to take | 


their profits this week. On those two 
bullish days, prices of more than three 
quarters of the 1,500-odd stocks traded 


on the New York stock exchange rose but 


by mid-week roughly an equal number of 
stocks was rising and falling. That kept 
stock price indices fairly stable at the 
levels they reached on August 3rd. And 
in Chicago, the gap between those want- 
ing options to buy or sell interest rate 
futures began to narrow. Even the specu- 
lators are hedging their bets. 


them in something of a bind. In it, he asks 
members either to support him in his 
action (at no cost or risk to themselves) or 
to be cited as co-defendants. Since any 
financial claim against fellow syndicate 


members is likely to fail in the courts, why | 
is he doing this? ۱ 
Lioyd’s own investigation into the Fi- 


dentia affair produced a confidential and 


highly critical report on the activities ۶ 
Mr Brooks and Mr Dooley, which was — 
passed to the trade department and the — 

director of public prosecutions. Even so, 7 


Lloyd's had been hoping foran out-of- 


court settlement with the two underwrit- 
ers. What should be worrying names is: - 
that any deal would take the form of the - 
ly dumped in the laps of names. 
CW syndicates, who had. £39m. p 
Y , misappropriated over 10 years. (notin- t 
‘cluding £40m investment income which - 
t. ; he money. would have earned). Under 
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members of syndic uu 
Under his points of laii, Mr Mora 
alleges that the two underwriters and th 








managing agency Brooks and Doole 


(Underwriting), which was owned by th 
two, were in breach of contract and/a 
fiduciary duty; ‘that Fidentia was. set ui 
with the advice and/or assistance of - 
Lloyd's.broker Bellew Parry and Rave 
(which is itself the subject of a Lloyd" 
investigation, whose scope needs to M 
extended); and that. Bellew Parry aW 
Raven's. captive reinsurance | company 
Midland, was used as a “fre r char 
nel for the reinsurances tol hide the plac 
ing of such reinsurances with Fidentia. 1 
is similarly alleged that another captive 
Manor, belonging to Alexander Howde 
and Swann, another Lioyd's broker, wa 
used as a "front". . = 

. Mr Moran also alleges: assistance by th 
insurance brokers. Glanville. Enthover 
Clarkson Puckle Marine and H. Clarkso 
Marine (Holdings). He further allege 
that Mr Brooks and Mr Dooley, Brook 
and Dooley (Underwriting), و‎ 
Investments. @ Om 0 













































others: or two c 
more of the dulently or wrongfull 
conspired to divert the cash. 

The action, which is being defended b 
those involved, raises one importas 
question. Lloyd's report on the Brook 
and Dooley affair was sent to the. dep 
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Banco Filipino 
Another thriller in 
Manila 


MANILA 


A public feud between two of the Philip- 
pines' leading bankers has brought the 
country's banking system close to col- 
lapse. It has also ruined prospects of an 
early agreement with the International 
Monetary Fund (IMF) that would unlock 
the rescheduling of $25 billion in debts 
and $3.3 billion in new loans. 

While Mr Tomas Aguirre, the founder 
of Banco Filipino, the largest savings 
bank, and Mr Jose “Jobo” Fernandez, 


the governor of the central bank, traded 
charges of criminal dishonesty, nervous 
depositors withdrew their money from 
the nation's banks. A general bank col- 
lapse was averted last week only when 
President Ferdinand Marcos ordered the 
central bank to give virtually unlimited 
support to Mr Aguirre's ailing institution. 

The saga began in June, when a run on 
Banco Filipino forced it to turn to the 
central bank for assistance. With $260m 
in deposits, 3.7m depositors and 89 
branches, it had been considered the most 
solid savings bank in the country. But it 
had been weakened by a 5% increase in 
reserve requirements, its over-commit- 
ment to the depressed building industry 
and too many low-interest housing loans. 
On July 11th, Mr Fernandez ordered the 


. GEC leads, will others follow? 


Is the fashion for companies to buy back 
their own shares about to cross from 
America to Britain? Many speculators 
think so since GEC, the British electri- 
cals multinational, decided to ask share- 
holders next month for permission to 
purchase 9% of its own equity. Most of 
the speculators are wrong, 

More than 920 British companies have 
bought shares in themselves since 1981, 
when the ban on the practice was lifted. 
Since 1982, when the tax laws were 
rewritten to lighten income and capital- 
gains taxes on many who sell back shares 
in a private company, 1,590 companies 
have applied to the inland revenue for 
favourable tax treatment; 1,316 were 
granted it. 

Most of the 920 and all the 1,590 are 
private companies. The rules were 
changed mainly to help a firm which has 
no real market for its shares to buy out 
incompatible or retiring stake-owners. A 
public company can buy stock directly 
from its shareholders but has to pay 
advance corporation tax, which it can 
eventually reclaim against mainstream 
corporation tax, and the seller has to pay 
income tax. If the company buys on the 
market, most sellers pay only capital 
gains tax. 

Publicly-quoted companies, too, are 
getting interested as the bull market 
matures. They worry about looking 
cheap. Repurchasing stock is one way a 
company can stave off a hostile takeover 
(by, eg, buying out the predator). Other 
companies simply see their own under- 
valued shares as a good investment. 

The spread of companies’ tax-fa- 
voured stock options schemes is also 

iving share buybacks a new appeal. 
uity repurchases to balance new issues 
are one way, eventually, for employees 
and managers to exercise their options 
without diluting equity capital. Accord- 
ing to the government, around 14m 
workers are covered by profit-sharing 
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stock option schemes; another 250,000 a 
year are likely to become shareholders. 
Many companies (including GEC) plan 
to create or expand special options 
schemes for bosses too, since the budget 
in March gave these a tax break. 

GEC is not the first public company to 
want to buy back its shares. Some prop- 
erty companies, whose shares trade at a 
substantial discount to assets, have al- 
ready done it. But Britain's seventh 
biggest corporation, with sales of £5.6 
billion ($8.4 billion), is by far the most 
important. GEC wants permission to 
spend up to £750m to buy back 250m 
shares in the 18 months to September. 
Why? Mainly as a tax-efficient way of 
channelling back to shareholders a 
chunk of a £1.57 billion cash hoard it 
cannot think of anything better to do 
with. 

GEC's investment earnings have been 
falling (from £172m in the year ended 
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bank to hand over 51% of its shares 
before any further assistance would be 
given. He is said to have told Mr Aguirre: 
“TI get the best price I can (for you). 
Trust me." 

This Mr Aguirre was not prepared to 
do. A group associated with Far East 
Bank, which Mr Fernandez had founded 
and run until becoming central bank 
governor in January, was rumoured to be 
the unnamed buyer which the governor 
had already found for Banco Filipino. 
Other rumours suggested that a group 
associated with President Marcos and his 
family might be the buyer. 

Bitter remonstrations followed. Mr 
Fernandez suggested that some $16m of 
emergency aid from the central bank had 


been misappropriated. Mr Aguirre coun- ^ 


March 31, 1983, to £141m last year, 
though the hoard itself grew by 16%). 
Endless acquisition talks (most recently 
with the 48% state-owned British Aero- 
space) have so far come to nothing. The 
mere intention of a buyback has already 
benefited shareholders: GEC's share 
price was 212p at mid-week, up from 
187p a month earlier. 

Could growing familiarity with buy- 
backs help “greenmail” catch on among 
public companies in Britain? Probably 
not. Cautious British law hedges them 
round in ways that America is just begin- 
ning to think about: 

@ Shareholders must consent to a buy- 

back—half of them if the company plans 

to repurchase on the open market, three 
uarters if it is to be an off-market deal. 

The company must stick to specified 
minimum and maximum prices. 

@ The Stock Exchange limits the pro- 
portion of shares which can be bought 
back on the market to 5% a year. 
Institutional investors unofficially limit 
buybacks by any means to 10%. 

@ Shares can only be repurchased out of 
distributable profits. 

@ Company directors must make a stat- 
utory declaration that the company is 
solvent. If it goes bust within a year, they 
are in trouble, and the original share- 
holders may be liable too. 

@ Companies must cancel their repur- 
chased shares. They cannot stockpile 
them, as Americans do, for reissue in 
takeover bids or once the price goes up. 

The transatlantic gap is in some wa 
more apparent than real. Shareholders’ 
votes are not always as hard to get as 
they should be. The price limits need not 
be restrictive: GEC, for instance, is 
asking for latitude to pay from Sp per 
share (their nominal value) to 300p. And 
America’s lack of explicit restrictions 
rests on strong general securities laws 
which shareholders, and lawyers eager 
for class action suits, are not slow to 
exploit if subsequent share price move- 
ments show the buyback to have been a 
bad bet. 
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à S Filipino's $ ` troŭbles were aly 
sed by Mr Fernandez’s (laudable) ef- 
orts to reduce the number of inefficient 
banks and rein in the money supply. But 
t has. prompted a typically Pacific re- 
sponse: millions of people now keep their 





mistrusted banks, making it all the harder 
'to control the money supply without 
toppling the whole banking system. 





Deeper in debt 


mmercial banks are not the only credi- 
ors taking a pounding on their interna- 
business. This week, Britain's Ex- 
rt Credits Guarantee Department 
D) reported a deficit of £108m for 
ear to March 31, 1984, and had to 
rrow from the central government for 
rst time in 30 years. 

ECGD i is the government department 
lich insures about 30% of British ex- 
rts. Three things helped push it from a 
urplus of £209m in 1982-83 into a loss in 
83-84. Premium income from exporters 
almost by half, as developing coun- 
cancelled big capital-intensive pro- 
Claims rose because some develop- 
countrie: | Were not paying 1 their debts 
d private وی بیس‎ in some. of them 
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pesos under their mattresses instead of in. 


Amounts at risk 


years ago—was £39m in debt. 

Both the level of claims and ECGD's 
overdraft are sure 0 rise this year. The 
agency has paid £5um to Nigeria's trade 
creditors since March 31st, and may have 
to fork out a further £200m unless the 
Nigerians reach agreement on some sort 


of debt rescheduling deal. By June 30th, 


borrowing from the British government 
by ECGD stood at £192m. 

Matters are still going from bad to 
worse, but more slowly than before. Mr 
Jack Gill, who was appointed head of the 
department a year ago, says the rate of 
increase in claims slackened last year, 
after a steep rise in 1982-83 (see chart). 
He reckons the increase is now even 
slower, despite the Nigerian difficulties. 
He says ECGD’s overdraft will be repaid 
over the next few years, so long as the 
agency's rescheduled claims are not again 
rescheduled. On March 31st, these to- 
talled £798m, covering 19 countries. 
Since nearly all of them are paying inter- 
est at “commercially related" rates, 
ECGD’s cash inflow is more than suffi- 
cient to cover any borrowing costs. 

The agency increased its premiums last 
year by an average of 9%, and a further 
increase might (reluctantly) be consid- 
ered. If so, ECGD is likely to continue to 
move gingerly to linking premiums more 
closely to risk. It is also, at last, pondering 


whether to separate political risk from- 


commercial risk. 


The latest bad results may give minis- 
ters pause for thought as they mull over - 


the Matthews report. This recommended 
that ECGD be turned into a publicly- 


owned corporation, able to re-insure with 
the government loans to high-risk mar- — - 
kets undertaken “in the national inter- ۷ 
t". The bulk of the latest deficit (£97m or 
a of £108m) was accounted for by the aff 
ng agency' s ordinary commercial operations. .— 
-A daunting amount of capital might be. 








Wilh i it qur he 
authorities. € ۱ 


year fection In the 12 months i to Mar . 
1983, the ppl s وی‎ from aii act 





nies. "These inchide $ some f the island’ 
ea cash موز ی‎ Singapor 





money. This to decide w her the MAS te 
have to offer market. interest rates L 





er the change will also o oblige the authos 
ity to pay interest on its existing: (free 
government deposits is unclear. ^ 
Holding deposits for state companic 
may help MAS keep a closer eye on the: 
cash flow. Some of the companies wei 







actively involved in the round-tripp 
affair in December, 1982, when a num 
of domestic and foreign banks were pus 
ished for transferring Singapore dollars t 
cibo counts abroad Ld 
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computers will, because of their. spee 
and memory size, be an essential elemen 
in fifth-generation machines; but they will 


Supercomputers come out into اس هه‎ 
he world ۱ 5 ۱ ۱ ۱ ۱ ۱ Lb e sabe of more “inte igent 


Supercomputers" distinctive charac : 
ter—vast processing power applied ina 
narrow range—-makes them invaluable 
he world: S most powerful and costly computers are about to break Out for certain kinds of problems. Up to now 
f the golden ghetto that has confined them since their birth 20 years they have traditionally been used for 
go. Supercomputers could be valuable for a lot of industrial uses, as complicated military and. scientific jobs 
tell as for many more scientists than the few who work with them now. such as forecasting the weather; crackin 
iut two related changes mus irst take place: a steep drop in price and enemy codes, predicting how a nuclea 
ig increase in speed. Both are on their way. The market for bomb will “explode, and. designing je 
| percomputers could grew 30-fold before the decade i is out. ` fighters. The world’s biggest user of 
x percomputers (it has 10) is he L 
ewer than 100 supercomputers - duse A e sich are ges En big mos E Labotatoryy: | Americ 
een installed, and most are owned by businesses for their centralised data pro- 
overnment: laboratories. It is easy to see cessing, are slower than supercomputers 
hy: a- supercomputer costs $5m-15m. _ (though still very fast); but they handle a 

hat compares with some $3m for a top- range of problems—eg, record keeping, 
f-the-line mainframe computer from  accounting—whose data: structures . are 
3M, jen | cn for a RET minicom- 
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| inelligence ie meu 
far more varied than those a supercom- Supercomputers have’ SUN 
puter faces. This variety requires greater their way out of defence and 
suppleness in a general-purpose machine, establi shments and into- indi 
which must be designed to make an | companies are buying th: 
either/or choice when it is processing ciu Maid re ird to's 
"uncher; it- information four or five times more often t contain. Ch 
uant ties of EA E E than a supercomputer does. ۱ firms are Sra to use. them to d 
on that is largely uniform and repetitive A supercomputer's purposes are also the molecular structure of comple 
out the weather). These qual- far removed from those of fifth-genera- teins and to design new drugs. C 
supercomputers from two tion computer projects such as Japan's. are experimenting with superco 
f machine with. which — These projects aim to produce artificial- to learn whether computer-si 
fused: general-purpose intelligence machines—computers capa- —crash-testing can be substitutec 
fifth-generation mach- | ble of imitating to some extent the rea- ^ real thing. d 
Mga. cum فد‎ soning. process of humans. Supers e into industry. 13 
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Six. Three are, Americ ane Cr 


/ = less با نی مر بت‎ cai puters اک‎ ^ pa 
7 as array processors—used for extremely. 


b — wes | forms. of - 


j fi wer "ir 50 t teams ipt 
ican universities are building super- 
mputers of their own: Many of these 

archers are. working. with an eye to - 


urning their innovations into something 
1 ofitable. What. they, ‘and others like 
hem, need is for supercomputers to ride 
arther. down the falling price-perfor- 
mance curve that has driven the growth of 
the rest of the computer industry. 

As the chart below shows, supercom- 
puters have already gone part of the way; 
but not far enough. There are two 
Changes: which would help kick supercom- 
puters far and fast down the curve. One is 
ig price cuts for existing (or even slightly 
nferior) supercomputing speeds. The 
‘ther, more fundamental and with impli- 


ons for all of Computing, is a big eap | 


those speeds. 
oth are. coming. gem s commerce 
wtment reckons that worldwide su- 
ymputer demand could reach 1,000 
hines a year by 1990. If so, the market 


Faster ar d cheaper 
0 ev 360- -50 


* How supeicómputer comi 
. have falienretativeta .. 
those of the IBM 360- 50. 
` {rental cost for time. 
` taken to perform E 
۰ standard Minutation) 


200760008 ` 


] year,’ 
۱ never 


A $100. 000. e mn ndis d : 
million floating-point operations a Seco 8 


~is a measure of supercomputer pro- — Su 


cessing speed. Some of today's most pow- _ 
erful supercomputers have speeds of - 


300-500 megaflops. ) Star Industries from 
Oregon is selling a 100-megaflop machine 


for $250,000, while Analogic of Massa- _ 
chusetts has a nine-megaflop bargain-. 


basement array processor for a mere 
$25, 000. 
Besides their more modest processing 
speeds, these array processors can handle 
"words" of data only 32 bits long (each 
bit a 0 or 1 in the binary language of 
computers); full-scale supercomputers 


communicate internally using words twicë ^ 


as long. But array processors are catching 
up. An Oregon-based firm, Floating 


Point Systems, is selling a full 64-bit array. 


processor capable of 5 megaflops for 


only $300,000. It is also offering an accel- 


erator which can allow its array processor 


to clip along at an astonishing.330. mega- 


flops. Total price: less than $1m. — 


The trouble is that the more modest. 3 


repetitive calculations a 
"must make. 


them. “Nuclear power plants. ori ۱ 
could be controlled by supercomputer 
rigged up to detect. etr beto operation: 


come. dangerous. - ok 


puters are too. slo 


vectors; Ua. pee al kind f veni silo’ 


"the columns to be: operated on as if the 


were single numbers. Although genera 
purpose computers do little if any vectc 
processing, it is essential to the enormot 
pean aati J 


Because few لاهن‎ can be corr 
vectorised, Ho Neve e 


array processors are highly CN s sed i 


devices good only for certain types of | 
simple, repetitive problemis—eg, a calcu- ^ 


lation of the stress on a:million points in a 


building's structure. But what if an array 


processor were strapped to a mainframe ` scalar 


curred to IBM. 
~The world's largest computer máker 


nd was briefly in the supercomputer busines 
in: the. 1960s but failed at it. The tiny, 
specialised market has not merited anoth- 


ce from IBM. But should the 


ight be interested. The company 
"discusses its future. market g 


phas, but t has been Fore p poter 


uter market reach $1 bil lion a 


computer? The. possibilities. have oc | 





vec | little chunks, which different parts of the 
computer can work on simultaneously; 
the data do not have to go through one 


broken. down into ve 


piece at a time. Parallel architecture is no 
stranger to to supercomputer design: vector 
memories. and vector processing are 
based on it: But more parallelism has to 


be introduced. Supercomputer designers 


bns | , are looking into several ways of doing so. 


2 ‘mits isis by the 
dts E Can switch 


Most data processing operations (even 


simple ones like add A to B and store the 
. result at. C) involve half a dozen or so 


steps.. Taking one step at a time and 
repeating it for a million data points 
(which happens in, say, atmospheric re- 
search) can set acomputer back a tenth of 
a second. For machines that count time in 
billionths of a second, this is equivalent to 


a car being stalled at a traffic light for - 


several years. 
One answer, called pipelining, is to 


2: imitate a car assembly line. Each step 


qe gated. dor 
jobs, and. close. T he 


als: The rouble with faster pare 
hat it ponernos more. heat; and. the 


ésult i in the switches e packed 


re` pee The beat cx also Fox 


i iip. 
absolute limit in computer clock 


ed is being reached. Fujitsu's VP-200 ۰ 


¿the fastest supercomputer clock, 


cycle time of 7.5 nanoseconds 


e ns equals a billionth of a second). 
Aost experts agree that getting down to 
e ns looks impossible, Every part of a 
e-ns computer would have to fit within 
phere no bigger than a soccer ball; 


se, even signals travelling at the - 


“fight would not reach their 
ns before the next tick of the 
some way could be found 

that densely, it is hard to 


| could. be e kept: f from ۱ 


along the line, eg, installing the engine, 
bolting on the wheels (adding A to B, 


storing the result at C), is performed at. 


TER ees 

Short of that limit, plenty of improve- 
ments are still possible. Among them: 
@ CMOS (complementary metal-oxide 
semiconductor) is the most conventional 
and most promising technology in the 
short run. The advantage of CMOS 


circuits is that they produce little heat — 


and so can be crammed more densely on 
to a chip. ETA Systems expects to make 
à CMOS supercomputer 20 times faster 
than Control Data's Cyber 205 by 1986. 
It will have 80 times more switches per 
chip than was previously possible. 

6 Supercooling. Cooled to within a few 
degrees of absolute zero (—273°C), 
switches called Josephson junctions 
could flip in as little as a few trillionths of 
a second, and the travel time of signals 
would be near the speed of light. The 
Josephson-junction technology may be 


impracticable, though. IBM and e 


Corporation gave up their R&D pro 

grammes last year, and Bell Laborato: 
ries sharply cut its effort. These compa- 
nies say that the idea was feasible, but 
the deep refrigeration was too inconve- 
nient. Developments in more conven- 
tional technologies have rapidly eroded 
the advantages of the cool solution. Two 
Japanese companies—NTT and Hita- 
chi—are pressing on with Josephson- 
junction research, though with more 
modest goals. i 
© Gallium arsenide. The Cray-3 super- 
computer, now on the drawing board, 
will use gallium arsenide chips instead of 
silicon. The advantage is that electrons 
can move. much more easily in gallium 


compu ng time. 100-fo 0 
Multiprocessing 15 anot 

ducing computing time. T 

signing a gang of workers, inste 

one, to each production. step 

question is whether the gan 

made up of whole computers or 

individual microprocessors wo 

gether as a team. Computer 

refer to degrees of granularity. 

grained multiprocessing uses smi 

cessing units, coarse-grained mi 

cessing bigger ones. For big inci 

processing speed, multipri CESSO: 

probably. have to use the Jine 

approach. dm 
Today's multiprocessors tend: 0 

coarse-grained. For instance, Cra’ 

X-MP supercomputer is just two rm 

Cray-} machines working together. 

most all experimental nre 

are much less granular. O 

grained multiprocessing compute 

Nonvon-l machine being deve 

Dr David Shaw at Columbia Un 


arsenide aces in silicon. One ow: gall 
um arsenide device, the HEMT 
electron-mobility. transistor), which 
Japanese are developing in connect 
with their national supercompute 
ject, has recently achie 

speeds at room temperatu 

to those of Josephson j i 


ov aon mabost ae ^ 
Ms by سس‎ the. ijs 


backs A successful v version is iat leas 
years away. 3 
In the long. term. the way. aroun 
hardware dilemma may be to give 
electronic switches. An’ “optical u 
computer could: rely: on. light to: 
information; and on some 
cal- materials to do the switchir 
speed of light is about twice that 
electrical signals. in conventional co 


_ puters, and there are no heat pr 


Another idea would be: 
molecules. Electrons travelling be 
atoms in molecules could transmit 
mation. The density of such devic 
could be enormous: a billion bil 
switches could fit into a cubic cent 
metre, compare ‘with half a million « 
so on the surface of a conventional chif 
That. however, is knees pee 
E SUD à 













= ack Gage Re a computer. are 
rolled by a program counter 
۱ s whether a step is ready for 
tion. or not. Centralised control 
on ironically, Nonvon-1 has to use) 
an long delays while individual 


: m the remote sential 6 centre. 
are two. alternatives. In. one, 
e هو‎ approach, the 
e essors panes d oy 


pi ach. 1 Processors carry out ys Du 
not when the data become available, but 
: when: the. results are needed elsewhere. 
This ensures that individual processors 
are not left idle (as they often are in 
` dataflow machines) while waiting for one 
.. of their brethren to finish its job. Unfor- 
< tunately, reduction computers have to 
send twice as many internal Messages as 
|. dataflow or centrally-controlled comput- 
ers do. 
—. One solution might be to combine the 
`. dataflow and reduction approaches. Dr 
` Robert Keller is building a machine to do 
‘that at the University of Utah in Salt Lake 
City.. Each processor in his Rediflow 
têr has a list of priority tasks given 
by some. other ی‎ sake in the net 
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*kernels" which can 





sors. The rest of the program does the less 


uniform processing jobs such as SUAE 


mathematics. 

The software problems are serious. 
Researchers at Cornell University in New 
York are trving to replace Fortran, which 
is the language now used by supercom- 
puters, with the "natural language of 
science". Fortran is almost indecipher- 


able to ordinary working scientists, and is 


hard to modify for supercomputer appli- 
cations. The Cornell project is already 
attracting industrial interest. Philip Mor- 
ris, the tobacco and drinks multinational, 


is expected to be the first to send staff to 


Cornell to learn the new programming 
methods. 

It is unlikely that a single architectural 
and software approach will lead to the 


100-fold improvement in supercomputing 


speed that is needed for a breakthrough. 
It is more probable that a different sort of 


parallel architecture will emerge foreach | 


of the different kinds of jobs that super- 
computers are harnessed for. 





A newly-modelled 
world 


Increases in supercomputing speeds will 
affect computing of all kinds. Faster 
switching in the hardware and more par- 
allel processing should, for instance, 
bring artificial intelligence closer. But the 
most immediate benefit should come in 
what supercomputers do best: simulating 
the real world. 

In oil production, for instance, today's 
computers are good only for creating 
simplified. models of geological forma- 
tions. Researchers reckon that, with su- 
percomputers 100 times more powerful, 


they could improve oil field simulations. 


enough to boost secondary recovery by 
10-2095—and make as much oil available 
as the North Sea find did. 

Aircraft design also can be improved. 


Aircraft still have to be designed in sepa- sig 
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rate bits (eg, wings, nose, tail, etc) be- th ee 


cause supercomputers are not powerful 


enough to simulate airflow around the 


entire structure. They will need. to be 
1,000 times faster for that. Even SO, 


Airbus Industrie claims to have reduced: 
the fuel consumption of its A-310 airliner. 
by 20% just by simulating its wing design 


more accurately. The lifetime savings for . siv 


. afleetof 400 A- 310s add up to $10 billion. 


Integrated. circuit design and testing g 
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The British Bernhardt 


MRS PAT: The Life of Mrs Patrick 
Campbell 

3y Margot Peters. 

Bodley Head. 531 pages. £15. 


‘A good woman is a dramatic impossibil- 
ty", Mrs Patrick Campbell was often 
weard to declare, having made her reputa- 
ion by playing recklessly wicked ladies. 
Her career began in 1893, when she 
ippeared at the St James’s as Paula 

queray in Pinero’s daringly modern 

y. She was as slender as a reed. Her 
»yes were enormous, her hair a magnifi- 
rent black cloud. She had a voice that 
sould make the dullest line sound mes- 
nerising. She became a celebrity over- 
tight, the toast of London society. 

Mr Campbell was trying, not very suc- 
vessfully, to make a fortune in South 
Africa where, eventually, he died. It was 
© be expected that such a beautiful and 
alented woman would be pursued in his 
tbsence, and Stella Campbell was. Her 
arst leading man, the debonair George 
Alexander, was one of the few to resist 
ser formidable charm, declaring his stage 
passion with an expression of such abso- 
ute hatred as to convulse Mrs Campbell 
vith mirth. Beerbohm Tree was en- 
ranced. Forbes Robertson became the 
over of whom all London knew and 


rs Pat: when she was good... 
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nobody openly spoke. Shaw, after amus- 
ing himself for years by playing off Ellen 
Terry against "The Cat", as her rival 
called her, fell violently in love with Mrs 
Campbell when he was 56. Stella was 
flattered, amused and, for once, slightly 
overwhelmed by a suitor who could 
match her wit and energy. 

The tragedy of Mrs Campbell's person- 
al life was her second marriage. George 
Cornwallis West was the very young (25) 
husband of the not-so-young (43) Jennie 
Churchill when he met Stella, who was 
none too young herself. They married in 
1914, two days after George got his 
decree nisi. A blissful Stella gave one of 
her greatest performances that year as 
Eliza in the play Shaw had written for 
her. But just after the death of her adored 
son Beo in a shell-burst, Stella learned 
that George's "sporting weekends" were 
a cover-story for a liaison that had been 
going on for years and that, having run 
through all her money, her husband was 
about to run off. "I am dross; you are 
gold", George wrote, offering poor so- 
lace to a woman of 55, who now had to 
find £95,000 to pay her husband's debts. 

The tragedy of Stella Campbell's public 
life was the familiar one of the famous 
actress who finds herself old, fat and 
forgotten. The figure had gone to fleshy 
rolls; the honeyed voice remained to drip 
acid on her friends and foes. Hollywood 
gave her a few small parts because of her 
name, but Stella was flummoxed by the 
cameras and upset to find herself playing 
second fiddle to young stars who had 
never heard of her. For a woman who had 
once had all America at her feet, it was a 
humiliating experience. Death came as a 
mercy when she was old and friendless 
and too poor even to pay for her room in 
a small French pension. 

Both on stage and in private life, she 
was a formidable woman. As an actress, 
she veered between the brilliant and the 
abysmal. The “Bernhardt of London" 
was capable of acting as though she had 
never been on stage before when a part 
failed to engage her interest. 

Passionate, autocratic and highly intel- 
ligent, she was also witty. “I don’t care 
what people do, as long as they don’t do it 
in the streets and frighten the horses", 
was one of her more famous remarks, but 
Margot Peters has been generous with the 
anecdotes and bons mots that enliven a 
constantly interesting biography. 


Britten left a rich legacy 


Life after death 


THE BRITTEN COMPANION 
Edited by Christopher Palmer. 
Faber & Faber. 480 pages. £9.95. 


The tone in this collection of articles on 
the music of Benjamin Britten is never 
defensive. Mainly favourable to the 
works discussed (although the Blake set- 
tings are underestimated and Robin 
Holloway’s praise for “Curlew River” 
stops short of approval for the other two 
church parables), the comments never 
suggest an attempt to rescue the compos- 
er from reputation's dead time, those 
years immediately after the death of an 
artist popular with his contemporaries. 
Rather, the impression is of richness; the 
book seeks to cover the whole body of 
Britten's work—95 pieces with opus num- 
bers and more besides. Even then it omits 
the 1930 “Elegy for Viola", given a first 
performance at this year's Aldeburgh 
festival, while London as well as Alde- 
burgh had the opportunity this year to 
hear “A.M.D.G.”’. These settings of Ge- 
rard Manley Hopkins for unaccompanied 
voices are mentioned only in the chronol- 
ogy labelled “Opus 17, withdrawn". 
Starting with a more personal section, 
"Perspectives", which includes contribu- 
tions by Imogen Holst and Rosamund 
Strode on working for Britten, the book 
passes on to detailed assessments of the 
Stage works (oddly only sometimes in 
chronological order), pieces for voices 
and the instrumental music. Most of it is 
new but not all, and it is a pity that 
reassessments were ignored in favour of 
several duplications of notes by Donald 
Mitchell for Britten recordings. Also 
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The Economist 
Intelligence Unit 


Just published: EIU Special Report No 175 


The UK Passenger Car 


Market; pevelormenTs, 
ISSUES AND PROSPECTS TO 1990 


This report charts the development of the 
UK passenger car market during the past 
decade, assesses the current strengths and 
weaknesses of the individual suppliers and 
analyses the structure of distribution. 
Forecasts of car demand up to 1990 are 
provided, and reasons goe for the 
suggestion that the traditional garage will be 
increasingly eclipsed as a retail outlet for 
cars. 

The EIU Lid, 27 St James's Place, London SWIA 1NT Reg No 563972 


C Please send. THE UK PASSENGER CAR MARKET: Develop- 
ments, issues and Prospects to 1990. Price £75 or USS150 
Airmail extra outside Europe £2 (US$4) 


O Full details of the current range of EIU publications 
© Lenciose payment of SUSS 


To: ; The Economist Intelligence Unit Ltd (21) 
27 St James s Place 137 Avenue Louise, Boite 5 
London SW1A 1NT, UK B 1050 Brussels, Beigium 
Tet: 01-493 6711 Tx.266353 Tek 02-538 29 30. Tx: 64805 


10 Rockefeller Plaza, 12th Floor Friedrichstrasse 34 
New York, NY 10020, USA 6000 Frankfurt am Main 1 
Tel: (212) 541 5730. Tx: 148393 ۰ W. Germany. Tel: 0611-728141 
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3) The Economist 
Intelligence Unit 
Quarterly Energy Review: 


In the current issue 


CiSi/Wharton Econometrics: Outlook for Inter- 
national Oil Markets 


Colin Robinson: Coa! Prospects and Policies: a 
Critique of the latest IEA Review 


Man Clarke: World Energy Demand Patterns in 
1983 


Ferdinand Banks: Long Term Factors in Oil 
Supply 

David Wilson: Recent Developments in the Soviet 
Coal Industry 

in addition to the World Quarterly Energy Review. 
seven other QEnRs give regular and detailed coverage of 
regional energy trends and events. 

The EIU Ltd, 27 St James s Place, London SW1A INT — Reg No 563972 


O Please enter an annual subscription to one Review (four i issues 
& Annual Supplement) £75 or $US145. Postage UK £1.50, 
Overseas £2.50 (USS$5). Airmail £7 50 (US$17) 

oos copies £20/US$44. Airmail £1.50/US$3. Payment with 


| 

| one 

| O Payment enclosed 2/USS.......... or O Please invoice 
| 

| 


| 

| To: The Economist Intelligence Unit Ltd (21) 
27 St James's Place 137 Avenue Louise, Boite 5 

| London SWIA TNT, UK 

| 


B 1050 Brussels, Belgium 
Tel: 01-493 6711.Tx.266353 Tet: 02-538 29 30 Tx 64805 
10 Rockefeller Plaza, 12th Floor Fnednchstrasse 34 
New York, NY 10020, USA 6000 Frankfurt am Main 1 
b: Tek: (212) 541 5730. Tx: 148393. W Germany. Tel: 0611-728141 
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young Hans Keller, writing in 1948 on the 
realisation of “The Beggar’s Opera”, is 
not much fun. There lies the book’s one 
serious problem: finding the right balance 
between musicological analysis and what 
will mean something to the general reader 
unable to grasp points about technique 
when explained in technical terms. 

If the collection errs, it is towards being 
too specialised, and that may be one 
reason why the most refreshing views 
come not from the critics and teachers but 
from a poet, Peter Porter, and an accom- 
panist, Graham Johnson. And, brief 
though they are, it is most valuable to 
have two contributions from the compos- 
er himself: on the conception of his opera 
"A Midsummer Nights Dream", as 
printed in The Observer in 1960, and a 
more general conversation with Donald 
Mitchell, broadcast in 1971 but not previ- 
ously published (you have to read 
through to the last paragraph to find out 
why this piece is called “‘Mapreading’’). 

The consistency of Britten's artistic 
character makes a book like this doubly 
rewarding. To take just one example, 
Christopher Palmer shows how the music 
accompanying the reference to the plague 
in “Death in Venice" reveals that rats are 
the carriers, a direct link with the song- 
cycle “Our Hunting Fathers" composed 
37 years earlier (nor is that the only 
connection between the two works). Oth- 
er fresh insights come from new revela- 
tions: the extent to which the last string 
quartet is autobiographical is more clear- 
ly stated than ever before in David Mat- 
thews's contribution. 

It is surprising, however, to find one 
revelation omitted. The “Frank Bridge 
Variations" are mentioned, but without 
reference to last year's disclosure that the 
work was intended as a portrait of Bridge, 
with each section bringing out a different 
aspect of his character (vital this in ex- 
plaining the work's true unity, in suggest- 
ing Elgar's “Enigma Variations" as a 
precursor and in showing the piece to 
have been inspired, like so many Britten 
compositions, by the personality of an 
artist known to him). This is a stimulating 
book: a companion to refer to and some- 
times to argue with. 


Bon sang ne peut mentir 


MILADY VINE: The Autobiography 
of Philippe de Rothschild 

By Joan Littlewood. 

Jonathan Cape. 259 pages. £10.95. 


Baron Philippe de Rothschild, now 81, 
was entrusted with the management of 
the then languishing Mouton vineyard, 
on the Gironde in the Médoc, at the age 
of 20. His English great-grandfather, Na- 
thaniel, had bought the place in 1853. The 





For the baron's bin 


neighbouring estate, Lafite, was nd 
the Paris Rothschild bankers, thou? 
they were never there. 

Family rivalry has always existed. Phi 
lippe got the idea of cháteau-bottling an 
storing the wine at the estates. Cousi 
Edouard at the Paris bank pooh-poohe 
it. “Have you worked out how much thi 
wonderful idea of yours would cost?", h 
asked, making calculations with his slim 
gold, everlasting pencil. ““You go bac 
home and hold your horses.” Philippe di 
not, and a storm broke. Berry Brother: 
the English importers, declared their ۲ 
utation was under attack: “They are sti 
cross with me today", quips Philippe. I 
1927, he stood and waited for the fir: 
cháteau bottles to appear, with dazzlin 
labels on them designed by Jean Carl 
famous for introducing cubism into ac 
vertising. “Whether it was the label c 
not", said the owner of Mouton, “chi 
teau-bottling did the trick.” 

The story of this innovation is on 
the more engaging in this album of me 
ories, the upshot of an unlikely ۵۱ 
ship between the eccentric Joa 
Littlewood of British theatre and th 
“small, sulky-looking fellow, five foc 
eight in his socks", as the baron describe 
himself in the 1920s, and now “smalle) 
paunchier, bald and really not much th 
wiser’. The two first met in 1976. Mis 
Littlewood went to Mouton, listened t 
the baron’s anecdotes about himself an 
wrote them up in a spicy, intimate way. 

His lifelong taste for pretty girls take 
up a goodly share of the story. “I was 
tremendous success", he says of himse 
in the 1920s, “and amazed even mysel: 
leaping from bed to bed like a mountai 
goat." He enjoys having had the wor 
reputation in Paris and “I think I may sa 
without boasting that it hasn't faded yet. 
As he progressed from kerb-crawling fc 
demi-mondaines to a stream of conquest 
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f married women, it may be fortunate 
hat he recalls only some of the episodes. 
‘Do you disapprove of my goings on, or 
only of my owning up to them?", he asks 
he reader, who must decide for himself. 

There is a serious side to his story, 
ipart from his obvious affection for his 
econd wife and their daughter. The sec- 
ond world war found him in the French 
ür force, imprisoned for eight months in 
Morocco, then fleeing to England to join 
le Gaulle. The family property was con- 
iscated by Pétain but eventually, after he 
iad landed in Normandy with the free 
French, it was returned to him and he 
yegan the task of restoring the vineyards. 
Again there comes a memorable section, 
he account of how he had Mouton Roth- 
child promoted premier cru in 1973 and 
nanaged to have a Picasso-designed label 
or that year. By then, the quest for labels 
1ad become a full-time job; today they 
p: a neat collection of nearly 40. 

rascally, theatrical, jaunty character, 

vith a flair for publicity, a sense of 
tumour and style; that is what Miss 
Attlewood conveys. The real romance of 
lis story is the creation of a claret that is a 
‘onnoisseur’s delight. 


ast and present 


JECEIVED WITH KINDNESS: 

\ Bloomsbury Childhood 

3y Angelica Garnett. 

chatto 6 Windus/The Hogarth Press. 
'81 pages. £9.95. 


“he story of this book, briefly told and by 
tow well known, is that the author was 
he daughter of Vanessa Bell; when she 
vas about 18, her mother told her that 
ter true father was not Clive Bell but 
Juncan Grant, who had lived in the 
iouse all her life and whom she adored; a 
years later, she married David Gar- 
t, more than twice her age and closely 
inked in the past with both her true 
ather and her mother; she had children, 
< her great joy; and, in due course, the 
narriage broke up. 

The key lies in one sentence, where she 
ays that Duncan Grant “lived, more than 
nyone I have ever known, in the present, 
*hereas I had one foot buried in the 
ast". One foot is an understatement: 
oth legs up to the thighs were in the past, 
nd this book, which she says took seven 
ears to write, is an attempt to exorcise 
1e past by writing it all down and finding 
rhat and whom to blame for the ups and 
owns of a troubled life. 

The pre-pubertal chapters of innocent 
hildhood are much like those of any 
ther backward-looker, and are corre- 
pondingly dull. Interest begins when she 
tarts to lay off blame, most of all on her 
aother for dominating her, spoiling her 
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and failing to educate her (all this to the 
intense disapproval of her rational uncle, 
Leonard Woolf), and for deceiving her 
about her true parenthood (but when and 
how should she have been told?); on 
Duncan Grant, in spite of her lasting love 
of him, for failing to respond to her in any 
way as a father—nobody was ever more 
happily and charmingly irresponsible; on 
her aunt Virginia for irritating her by 
emotional pressure; and on her husband 
for pushing her into marriage. Even Clive 
Bell, who behaved admirably as a pseu- 
do-father, with constant affection and 
kindness, gets small thanks for it. She 
analyses her relations with these people, 
though not the details of her own life, for 
the whole of their lives, so that the 
“Bloomsbury childhood” ends only with 
Duncan Grant’s death at a great age. 

It is an absorbing, though deliberately 
one-sided and somewhat hostile tale. One 
hopes that it serves its therapeutic pur- 
pose. The author has always been a 
woman of charm, beauty, intelligence 
and with a capacity for enjoyment; in her 
mid-60s, she deserves to grow up and to 
throw the past behind her. 


This modern age 


THE TWENTIETH-CENTURY WORLD: 
An International History 

By William R. Keylor. 

OUP. 468 pages. £19.50. 


Although the preface to Professor Key- 
lor’s book declares that it was conceived 
to meet a need for those “teaching col- 
lege-level courses dealing with the history 
of international relations in the modern 
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period", there is good reason for the non- 
academic reader to welcome it. First, it is 


the most up-to-date and one of the most 


lucid studies of twentieth-century foreign 
affairs. 

It synthesises a great deal of recent 
writings (on economic as well as diplo- 
matic history), covers all the main areas, 
and offers a useful bibliography. Second, 
it does not get bogged down in day-to-day 
diplomatic events but constantly draws 
the reader's attention to the larger-scale 
global trends. 

Particular stress is laid upon the impact 
of economic changes (the end of the 
Victorian free trade era, the replacement 
of the City of London by Wall Street as 
the financial centre of the world, etc), and: 
upon geopolitics (the rise of continent- 
wide land powers such as the United 
States and Russia, whose economic out- 
put implied great military capacity). 

Another merit is that, unlike many 
other works, Professor Keylor's does not 
taper off swiftly after 1945, leaving the 
postwar period as a mere appendage; 
instead, it gives nearly as much space to 
the over-30-years-long cold war between 
Russia and the west as it does to the 30 
years war of the German bid for Europe- 
an mastery between 1914 and 1945. Clear 
descriptions of the origins of the present 
unrest in the Middle East, of American 
policies in Latin America, and of the east- 
west arms race, make this as much a book 
for today's politicians, editors and laymen 
as for history students. 


Musicals in America 


Summer of the 
golden oldies 





NEW YORK 


An epidemic of old musicals and operet- 
tas is breaking out across America this 
summer. In Philadelphia, the first Ameri- 
can Music Festival offered the Gershwins' 
"Strike Up The Band”, in a version the 
festival artistic director, Eric Salzman, 
based on both the 1927 tryout script by 
George S. Kaufman and the 1930 Broad- 
way revision. "Neither a pseudo-histori- 
cal reconstruction nor a free modernisa- 
tion", notes the programme, it was wittily 
designed by Ronald Chase and nimbly 
staged by Frank Corsaro. But its antiwar 
satire (an American cheese magnate in- 
volved in a war with the Swiss) seemed 
more forced than funny, and the manic 
Marx Brothers style this piece needs did 
not quite materialise. 

The same authors’ “Of Thee I Sing" 
(1931) is a satiric and melodic improve- 
ment, but seeing "Strike Up The Band" 
shows its creators on the road to that 
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-hina's film-makers award each other 
olden roosters, but presentation night 
Chinese-style is just as glamorous and 
tar-studded an event as the annual Os- 
cars. This year, however, after the covet- 
ed statuettes had been handed out in the 
gymnasium at Jinan, in Shandung prov- 
nce, and the film-makers had congratu- 
ated themselves for last year’s bumper 
crop of films, the industry got down to 
ome sober self-criticism. _ 
` China's film studios produced 127 fea- 
films in 1983, seven more than the 
rget for 1985 set out in the sixth five- 
plan. Films are popular in China. 
year, over 20 billion cinema tickets 
er bought—20 each for every Chinese 
oman and child. For peasants 
ho cannot get to the big-city movie 
bile projection units trundle 
1e villages. Popular Cinema, the 
f China's film buffs, i is the coun- 
1 s best-selling magazine, with a circu- 
ation of more than 5m. 
Under Mr Deng Xiaoping, the enter- 
_tainment business, like shoe factories 
< and peasant communes, is theoretically 
|. encouraged to make products people will 
. want to pay good money for, instead of 
relying on government handouts. Prob- 
| lem: films people want to see may not 
_ always be those the party thinks they 
Ought to see. 
1. Nowadays the party line is that films 
should: have wholesome characters, a 
` realistic plot and, above all, a clear 
. moral message. “Arty” films are out, as 
' is the escapist fare now titillating movie- 














mph, and affoids. a chance to hear 
eglected. Gershwin items as “The 
idow Song" and the rousing “Yankee 








David Carroll, a young Broadway 
seen to good. advantage. More 
were "The Man I Love", “I’ve 
Crush on You" and the title 
| enthusiastically performed. Al- 
ere were encouraging reviews 
an article in the New York Times, 
dances for this and other new festive 
actions were not as high as had been 
ed; 
je Goodspeed Opera House, in East 
idam, central Connecticut, usually 
apacity business no matter what 
icals it decides to revive each sum- 
. This. beautifully restored riverside 
house of 1876 vintage specialises in 

































orian decor, 1 it hass sent, to New 


“Rhythm”. Both were admirably - 


usicals. of the 1910-1940 era despite its 


goers in the west. As one of China' 5 


veteran film-makers, the 85-year-old Xia in i 


Yen, put it, China's film-makers should 
in future pay less attention to style and 
more to theme and content. 

Even films that break traditional ta- 


boos and show the seamier side of Chi- _ 
nese life are following strict party guide- — 


lines. The heroine of "Under the 
Bridge" is an unmarried mother who - 
becomes pregnant after being sent to the 
countryside during the cultural revolu- 
tion and then finds a fresh start in life in 
Mr Deng's new China. The message is 
that China's youth should not despair, 
despite the ravages of those turbulent 
years. The 1982 golden rooster winner, 
"At Middle Age", caused a stir by. 
portraying ات‎ the plight of China’ 5 





several others. None of these resuscita- 
tions has done quite as well on Broadway, 
however, as “Annie” or “Man of La 


Mancha”, both of which originated at 


Goodspeed. 


Thanks to the same choreographer and 


musical director, its small stage, and its 
young company, the Goodspeed 1920s 


shows are curiously alike—-which was 


certainly not true in the 1920s. “Follow 
Thru", the DeSylva, Brown, and Hen- 


derson golfing musical of 1929 (“a musi- ۰ 
cal slice of country club life"), introduced. 
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Mr Xia. insists nm ۱ #0 does not 
dictate themes. of film DEN Yet to 






Stane Sisters’ و‎ v victim of the کت‎ a 
revolution. That film has now been rein- 
stated, to. great critical acclaim in th 
west. Its director is allowed to work 
again, but none of his recent films, "Th 
Legend of Tianyun Mountain”, | E 
Herdsman" and "Qiu Jin—a I N 
tionary" is more. „than a political 
potboiler.. 1 ۱ T 
To keep the auth: 
film-makers ar 
about farmers, espe 
the value of Mr 
reforms. Two filn 
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teed. To s westerners, “such “plots already .- 
cliché, but. China’ s 

cinema-going oma e: EX 

it back an 06 


tumes, as was done for the successful 1971 
Broadway revival of “No! No! Nanettel, 
that set the fashion for 1920s revivz 

With New York productions so expeir 

sive, Goodspeed’s intimate approach i: 
financially a good idea. Its services tc 
musical comedy history were deservedly 
awarded a Tony in 1980. “Follow Thru" 
runs until vasca 7n, to be followed 
f Euger | O'Neill “Ah 

















“Button Up Your Overcoat” to an admir- — fait hi 


ing world. It is still a good song, and there 


are three or four other effective numbers, Briti 


especially the title song, a lively paean to o 
the active life, as sung by Jana Robbins pi 
and chorus, and a bluesy sextet called ~ ne 


‘Without Love”. 


Characteristically, the Goodspeed pro- European : 
ductions ooze small-scale, summer-the-  Brigar 
atre charm; there is no attempt to impose; taste 


. nostalgia by using veteran stars, a massive -rep 
Sompany. and elaborate sets and cos- te 


r) that is an ideal size for staging these 
orks. 

Unlike the altered “Strike Up The 
ind" and “Follow Thru", this “Merrie 
igland” was given exactly as written, 
ve for two or three small cuts. This 
geant-like work has a procession of 
itorical figures (Elizabeth I, Essex, and 
leigh) introduced in a distressingly un- 


motivated romantic intrigue that in the 
end proves crushingly tedious. Luckily 
the music comes to the rescue, if not Basil 
Hood's arch lyrics, which abound in cli- 
chés about life “under the greenwood 
tree” in the merry month of May. Despite 
its Elizabethan setting and the appear- 
ance of beefeaters, no amount of revision 
will turn “Merrie England" into another 
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“Yeomen Of The Guard”, which the 
company rather provocatively performed 
in a new production two nights later. But 
German’s first-act finale is impressive, as 
are many individual songs and dances, 
and the near-capacity middle-American 
audience relished the British proceed- 
ings, even happily rising to sing “God 
Save The Queen". 
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Mind-blowing movies from David Cronenberg: “Scanners” (left) and “Videodrome” (right) 


Man makes a date with Darwin 


David Cronenberg makes audiences un- 
easy. His films have been called the most 
sickening in the contemporary cinema. 
For samplers: he is the first director to 
have shown a human head exploding in 
close-up; and he is the first (could there 
be another?) to have made a black 
comedy about rabies. Pause, though, 
before consigning this unsettling young 
Canadian to the trash can. Outraged 
pillars of the bourgeoisie were once as 
dismissive of Luis Bufiuel when he began 
"Un Chien Andalou" with an eye 
slashed by a razor. 

Bufiuel, however, was always an art- 
4 was he not? He mixed with the 
urrealists and was a colleague of Salva- 
dor Dali's. David Cronenberg, some will 
say, merely makes cheap-skate chillers, 
with lurid titles like “Shivers” and “Ra- 
bid”. How can he be taken seriously? 
Because, for those prepared to see, he 
makes the funniest, most sprightly hor- 
ror movies since the James Whale Fran- 
kenstein series—the vintage ones, with 
Boris Karloff. 

Born in Toronto in 1943, David Cron- 
enberg trained first as a scientist, but 
switched university courses in mid- 
stream in order to join the English 
faculty. He made his first short (for 
5300) in 1966 and his first feature, “Ste- 
feo”, three years later for $8,500. Each 
of the eight feature films he has made 
since then has cost more than the one 
efore, but even his latest, “The Dead 
Zone", cost only $10m—relatively inex- 
»nsive by contemporary Hollywood 
tandards. 
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What are his films about? With one 
exception (a car-racing picture called 
"Fast Company"), they are about con- 
versation-stopping subjects like disease, 
infection and mad scientists with sinister 
clinics. Most of the disorders, whose 
symptoms are solemnly discussed, are 
imaginary. “Crimes of the Future” 
charts the course of Rouge's malady, 
named after the deranged dermatologist 
Antoine Rouge. The product of plastic 
surgery, it causes victims to foam at the 
mouth and ear. Rouge's erstwhile side- 
kick, Adrian Tripod, searches the length 
and breadth of the future for a cure. His 
quest takes him to a variety of disquiet- 
ing institutions, where he finds inmates 
with even more distressing ailments. 
One, he is told: 

. . Was Once a fierce sensualist; now he has 
become a pure metaphysician. His body has 
begun to produce puzzling organisms—com- 
plex, perfect, but essentially without function. 
His disease is possibly a form of creative 
cancer. 

Like all good comedy (even black come- 
dy), this is told dead straight. 

David Cronenberg is a wizard at rum 
names—ones that are just the wrong side 
of plausibility. The mother-figure in 
“The Brood”, who gives birth to de- 
mons, is called Nola Carveth; the villain 
in "Scanners" is Darryl Revok; the dead 
man in "Videodrome", whose warning 
to the world survives only on cassette, is, 
appropriately, Brian O'Blivion. And 
there is a whole slew of clinics to which 
you would be committed at your peril— 
from the Somafree Institute of Psycho- 





plasmics to the Oceanic Podiatry Group. 

The dénouement of most of these 
Science fantasies touches upon evolu- 
tion. In the end, they are all about the 
next step beyond man—which may be 
one, only half recognised, reason why 
they disturb so many people. In “Crimes 
of the Future", the hero tries to gain 
immunity from Rouge's malady by merg- 
ing with a woman into a new third sex; in 
"Videodrome", human beings are ab- 
sorbed into their television sets, while 
the link-man on a late-night show inserts 
à cassette into his stomach to be reborn 
as "new flesh"; in “Scanners’’, rival 
possessors of terrifying mental powers 
that can induce spontaneous combustion 
challenge each other to a cerebral duel. 
At the end, they fuse into a single 
personality. Question (unanswered in 
the film): is good or evil the victor? 

In David Cronenberg's films, catastro- 
phe generally follows from trying to 
perfect mankind by design (genetic engi- 
neers, please note). These are horror 
pictures with a touch of the poet, in the 
same tradition as Georges Franju's “Les 
Yeux Sans Visage", which was also re- 
viled in its day. 

At first glance, David Cronenberg's 
most recent movie, “The Dead Zone", 
seems less personal. It is not an original 
script but is taken from a novel by 
Stephen King. It has an intriguing pre- 
mise. What should you do if you have 
second sight and "foresee" that an 
American presidential candidate will 
take the world into a nuclear war to 
"fulfil his destiny"? 

This is a sombre, wintry picture, less 
visceral than its predecessors but, be- 
cause it is near to the knuckle, no less 
disturbing. It is also Mr Cronenberg's 
most coherent and best acted movie. 
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DUTPUT, DEMAND AND JOBS America's unemployment rate increased from 


*.196 in June to 7.5% in July; it was the first rise in 19 months. The number out of work 
also rose in Britain, taking the unemployment rate to 12.7%, up from 12.3% a year 
۷90۰ In West Germany retail sales fell for the second consecutive month and are now 
».9% down on a year ago. French retail sales picked up in May after their April fall, but 
re still 3.2% lower than in May, 1983. West Germany increased its industrial 
eroduction by }% in June, achieving the same volume of output as a year before. 

Change at annual rate‏ و 
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RICES AND WAGES In March, the annual rate of increase in hourly wage rates‏ 
“ackened again in West Germany to 2.5%, the slowest rise since the 1960s. The‏ 
-month rate of consumer price inflation slowed in Australia in the second quarter‏ 
to 3.9% (down from 11.296 in the second quarter of 1983), and in Japan in‏ 1984 
une to 1.9% (from 2.1% in June, 1983). Wholesale prices were 6.3% higher in‏ 


witain in July and 3% higher in West Germany in June than a year before. 
change at annual rate 
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US: UNEMPLOYMENT Bet- Long-term unemployment as % of 
ween 1979 and 1983, the unemploy- labour force ; a 
nent rate went up in all the major United; 28۱070 Ces 7. 
ECD countries—in Japan by a whis- e 7 


6 months and over 
12 months and over 


ker and in Britain by a long neck. The 
proportion of the labour force out of 
work for prolonged periods has been 
soaring too. The chart shows that 
West Germany had higher long-term 
Jnemployment rates last year than 
wanada, though its overall rate was 
more than four percentage points low- 
er—West Germany's labour turnover 
5 slower, so the burden of jobless- 
ness is less evenly shared. The struc- 
wre of unemployment has changed 
most in America: the proportion with- 
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AND FINANCIAL INDICATORS 
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INDEX Since May 22nd, the food index 
has fallen 12% in SDR terms. It has a 
weight of 47.4% in the all-items index, 


which has fallen 9%. Coffee, the biggest 


component of the food index, has fallen 
10% in that time to $1.386 per pound; 
soyabeans, the second biggest compo- 
nent, have fallen 2796 to $6.452 per 60- 
kilogramme bushel. The metals index, 
which accounts for 3096 of the all-items 
index, peaked in March and has since 
fallen 1196, dragged down by aluminium, 
copper and zinc. The non-food agricultur- 
als index fell only 6% because prices of 
hides and jute have gone up. 


Commodity index- SDR terms no 
Jan 3, 1984=100 


All items 101.4 103.3 -0.1 -47 

Food 111.8 1142 -22 * 11 
All 91.8 93.3 *2.1 -10.5 
Nfa’ 98.1 102.0 +28 -95 
Metals 87.1 86.7 +1.6 -11.3 

Gold 

$ per oz 341.13 343.50 -04  -159 


Crude oil (spot) Arabian 


light 
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FOCUS: STOCKMARKETS By the 
end of 1983, Nasdaq, America's elec- 
tronic bourse, listed the shares of 
3,559 domestic companies with a total 
market value of $229 billion. The New 
York Stock Exchange listed only 
1,400 companies, but at $1,522 billion 
they were worth much more. As the 
chart shows, that capitalisation dwarfs 
the rest, including the two other mar- 
kets which list more companies than 
New York's Big Board—namely, Lon- 
don and Tokyo. Nasdaq is also the 
busiest bourse, with a turnover equiv- 
alent to 8296 of its capitalisation. Turn- 
over in London, where the listed 
shares were worth roughly the same 
as Nasdaq's, was only 1896. South 
Africa had the quietest market in our 
chart. Johannesburg listed more com- 
panies than West Germany's stock- 
markets, with the same total market 
value, but its turnover was less than 
one tenth as great. 

Stock exchanges (end-1983) 

Domestic companies listed 

1.000 2.000 
NasdaqiUS) 77 
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|_| France 
[js Africa 
C lw Germany 
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Sources: NYSE; NASD 
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WORLD BOURSES Another good week. Wall Street climbed 896 to its highest leves 
since February 2nd. Almost all of the other bourses in the table followed; London wens 
up by 5.1%, Tokyo by 4.4%. The exception was South Africa, which fell 4.996 to itsi 


lowest point this year. 


Stock price indices 
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New York 1204 6 1286.6 


Canada 


746.0 

135.3 
France 160.9 181.7 155.6 
Germany | à 9654 1096.5 _ 9177 
127.9 147.2 118.7 

229.6 192.1 

1071.9 867.3 

1105.3 862.2 

533.4 1388.0 

Switzerland 370.9 388.5 354.5 


SE a a E D 
MONEY AND INTEREST RATES According to provisional figures (not shown in ot 
table), Britain's broad measure of the money supply fell in July, reducing its 12- 
growth rate to 7}%. Australian banks cut their prime rates by a quarter of a point 
14.596. In New York, long-term government bond yields firmed. 


Money supply Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 

% rise on year 890 Money market Commercial banks Bond yields 
Narrow Broadt Overnight 3 months Prime Deposits Gov't 
(M1) 
+11.0 +10.3 (6 , à ۱ 4. 
+90 + 87(12 8.65 11.90 14. 11.1 7121 
+ 40 + 38 (6) 1300 1255 13.50 12.50 
+65 + 93 1 : ^ 

37 (6 555 4 X 6.00 B.15 

5 BE 1 6.50 3 68 


ras + 93 (8 1181 1113 1300 1125 1263 13.70 ng c 
Other key rates in London 3 mih Treasury Bills 11.3%. 7-day Interbank 12.196, clearing banks 7-day notice 8. 
Eurodollar rates (Libor): 3 mths 12. 0%, 6 mths 12.3%. 
£ M2 ex pt Australia, Canada , Switzerland, USA, W. Germany, M3. Japan M2 + CDs, UK EMS, Definitions of i 


TRADE, EXCHANGE RATES AND RESERVES "The dollar strengthened against most European currencies in our table, but fe 
Slightly against the yen and tne Australian dollar; its trade-weighted value went up by 0.4% over the week. West Germany's visibs 
trade surplus fell to DM1.5 billion ($540m) in June, the lowest figure since August, 1981; its surplus over the year to this June fell 
$14.9 billion from $16 billion in the year to May. 


Trade balance'* 
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current- currency units per $ 


3mth forward rate Trade-weightedt Currency units foreign eet 
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247 25.5 

i 11 0 850 44 
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This i is exceptional. An و نا‎ or i Businéss venture could never: offer you such a 39. 60 3 A DDITI million DM 1 
chance! The NORTH-WEST-GERMAN-STATE-LOTTERY offers you the possibility to A ON L PRIZES 
belong to an international group of clever participants. Ail prizes are quoted and paid prize of DM 20.000 up to 2 milli ionDM — E 


outin German Marks (DM). This is where your advantage is. The West German Mark has falls ori ai most ey 
been one of the strongest currencies in the world for years. 
. Each lottery runs over a period of 6 month, one class per month. There are 400. 000 
: tickets with147.461prizestotalling over133Million DM. A total of 242 jackpots ranging 
:ctrom 100.000.- to 1 Million DM are raffled-off plus plenty of mediumand smaller prizes. i 
‘is also possible that 10 prizes of 100. 000.- DM will be combined into aSuper-Jackpo 
“of Million.- determined in pre-drawings. That means that 24 prizes of 1 Million BM 
: plus 2 guaranteed prizes of 1 Million and 2 Million each will be drawn == 26 Super Jack 
pots 26 Millionaires. — 
Name us another game where this is possible! The drawings are heid in public and 
supervised by state auditors: All prizes are guaranteed by the German Government. 
The great thing is that. nobody will find out about your winnings, because you ~ asa 
Par = romani angnymous. 
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PRIZE-SCHEDULE 
400.000 ticket numbers in the game 
147.461 winning numbers 


37 out of 100 numbers are winners 
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1 x 25.000 DM 2 x 25.000 DM | 6 x 25.000 OM 7x 25.000 DM B x 25.000 DM 14 x 25.000 DM 1 

1x 20.000 DM 2x 20.000 OM | 3x 20.000 OM 7x 20.000 OM 8 x 20.000 DM 14 x 20.000 DM | 

1x 15.000 DM 2 x 15.000 DM | 3 x 15.000 DM 4 x 15.000 DM B x 15.000 DM 4 x 15.000. DM. 

11x 10.000 DM 12 x 10.000 DM 1G x 10.0060 DM 14 x 10.000 OM 15 x 10.000 DM 14 x 10.000 DM | 
11x 5.000 DM 12 x 5.000 DM 13 x 5.000 DM 14 x 5.000 DM 16 x $.000 OM | 24 x 5.000. OM 

11 x 3.000 DM 12 x 3.000 DM 13 x 3.000 DM 14 x 3.000 DM 15 x 3.000 DM | 200 x 3,000 DM] 

110 x 2.000 DM 120 x 2.000 DM 130 x 2.000 DM 140 x 2.000 DM 150 x 2.000 DM 2.000 x 2.000 DM 

1.406 x 1.000 DM 1.200 x 1.000. DM 2.300 x 1.000 OM 2.400 x 1.000 DM 2.500 x 1,000 DM | 10.000 x 1000 DM | 
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is 
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1 0.058.000 DM EE 13827 = 12.773.000 DM 097.000 DM 16.950.000 OM 78.335 70.770.000 DM 








How to participate: 

(D You order your ticket with on the order coupon below. 
$ Within days you receive your ticket together with an invoice and the 
official drawing schedule with rules and regulations. 

© PLEASE INCLUDE PAYMENT WITH YOUR ORDER. You can also pay 
for your ticket after receipt of the invoice. Payment can be made by 
rsonal check, travellers check, bank transfer (add remittance bank 
arge) or in cash via registered air mail (cash at your own risk). 
© After each class you will receive the official winning list or with 
the ticket ofthe next class via air mail. 
® Hyour ticket has been drawn, you will immediately receive awinning 
notification. Your drawn ticket is eliminated from the game, therefore 
we will offer you a new ticket (repiacement-ticket) so that you can keep 
on playing right up to the 6. class. 










| try my luck and ee 


All classes (1st-6th class) 73. Lottery, beginning 
October 5, 1984 to March 29,1985, 
of the Nordwestdeutsche Klassenlotterie. ۱ 


l Please fill in number of tickets you want to order. 













197. 60 | 
101.60 


1/1 ticket 
1/2 ticket 
1/4 ticket 


741.00 e 269.45. e 
381.00 e 138.55 e 


201.00 @ 73.10 € 








53.60 


* US$ prices and £ prices are subject to rate of exchange. 
Prices are for all 6 classes including air mail postage and winning list 
after each class. No additional charges. Rate of exchange: June 1984 


— VALID ONLY WHERE LEGAL IIS — IIIIN PLEASE INCLUDE PAYMENT, WHEN YOU ORDER AFTER oct. e sn 





`. Nad ony where legal. Notavadable to residents of Singapore : 


& Your prize-money will be transferred to you within one week of your 
request by check or any other way you desire. Of course, if you hit a 
jackpot you can come in person to collect your prize in cash. 


7 ۴ you are already our customer, please do not order, paceuse you 
receive the ticket automatically for the next lottery. ta 


You can be sure you will receive fast, honest 
and confidential service. Now it is up to you, 
therefore order and mail the coupon today. 





Lots of Luck 
Your chance to win: 1:3 


If coupon is missing,write for information. 


Lotterie-Einn. Hameln 

KuhimannstraBe 1 A 
D-3250 Hameln 
W.- scarey 





9 a 
113. KuhimannstraBe 1 A 

D- beu a W.-Germany 

DER. | Please print in 

clear letters. 


Mail coupon to 
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What if every computer in your 
company used identical software 


g 


Il | n 


Ii 1l 









hink of it. One software family advanced. It was designed to ping department, your control 
for every computer in your hurdle the many barriers to inter- and your manufacturing facilit 
company, from micro to main- national trade. It can functionin any all retrieve whatever they need 
frame. currency in the world, converting work efficiently. 
And we don't mean just at your one easily into another. If that were all COMET® coul 
headquarters. We mean in your It can take into account different it would be a wonder. 
whole company: in branch offices, interest rates, laws and tariffs. It will But COMET® does much m 
warehouses, overseas operations — sort them out, and provide instantly because it is a family software 
the works. useful information throughout your industries, custom-created for 
It's no daydream. international network. meeting the specific requireme 
Nixdorf's COMET® software Of course, it will also function of all kinds of industries. 


family just may be the world's most inter-departmentally, so your ship- No one has to teach COME! 


‘business. It knows your busi- 
;. In 38 countries of the world. 
u don't waste a lot of time 
hing your people how to use 
AET®, either. COMET® teaches 
1. In the most simple of ques- 
answer formats. Even the most 
puter-terrified person in your 
nization can become computer- 
dly in a day or two. And unleash 
1۶ ۲*5 power at will. 

cause Nixdorf didn't start out 





at the mainframe level and work its Nixdorf Computer Ltd. 
way down. Nixdorf was the pioneer Unit A, 9th Floor United Centre 
at the workstation level, and worked 95, Queensway, Central 
its way up. Hong Kong, Tel. 5/2022 22 
So we don't expect your people 
to have to learn to relate to us. 
We relate to them. It's easier that 


way. 
Nixdorf Computer Pte. Ltd. 

100-c Pasir Panjang Road چ‎ e EE: 

Singapore 0511 NIXDORF 


Tel. 47911 00 COMPUTER 
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. The NEWA320. 
P rrival of a superior intelligence. 


A320: The most complete package 
of new aviation technology to become 
available to the airlines since the dawning 
ofthe jet age. i 
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The arms of Kali 


If Mrs Gandhi will brook no 
opposition, India will no longer 
be a democracy, page 9. The 
opposition huddles together, 
page 18. 








Increase in food output per acre (%) 


Green buds 


The agricultural revolution in 
most of the poor countries is 
now advancing triumphantly. 
With sensible price policies it 
could spread to Africa, page 
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| Duarte, Obote . . . 

A Central American lesson for 
Britain in Uganda, page 13. 
SS cmq TNT er 


. Canada inside out 

. If the Tories return from 
nowhere, page 12. Election 
portents, page 24. 
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Ferraro furore 


A poor way to vet anybody, 
page 11, but she makes a 
rather convincing defence, 
page 28 


Rightward, look 


The land is bright for hard-line 
Republicans, page 27. Dallas 
looks for itself, page 28. 


Belgrano 
What happened, page 44 











Settling down 


Iran and the ayatollahs' 
revolution, page 17. 





Heavy hints 

For Afghan-helping Pakistan, 
page 21. For petition-writers in 
Turkey, page 41. 


Fly and compete 


A survey of world airlines, after 
page 42 








Wrinkling of Europe 


A continent of old people?, 
page 35. 


Karajan's Salzburg 
Reviewed, pages 71-75 


Booms, busts 

Strikes loom in South Africa, 
page 54. Unemployment rises 
in West Germany, page 55. 
Taxes cut in Australia, page 
56. Capital leaves Hongkong, 
page 57. Mess in Malta, page 
60 


————— 
Thrifts—or 
spendthrifts? 

The lessons for American 
auditors, page 14. What others 
can learn from Financial 


Corporation of America's 
follies, page 61. 
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e ts the jess-skilled 
E (incidentally I first 


“heard this scheme proposed by 


ing the chief accountant of one of our 


in, . major . corporations). 





And it 


jg. would: involve no increased tax 








































led vacancies. hes about. a 





equate wage differentials, 
market for skilled labour will 
overheat before the mar- 
“unskilled labour comes 
earing. 














-for unskilled labour and 
loke off some of the demand 
(d labour. This can be 
done by reducing employers' tax- 
s on low-paid workers and in- 
creasing their taxes on high-paid 
_workers. For example, one could 
raise the percentage rate of tax 
0 earnings and use the proceeds 
0 pay a per worker credit. 
*. Suppose the rate went up from 
0% to 30%. This increase would 
be enough to finance a per work- 
r credit of £36 (20% of the 
iverage wage of £180). As a re- 
ult, a firm would have a much 
tronger incentive to employ a 
low-skilled worker earning say 
00. Whereas he now costs £10 
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blems. nd. instability 
Shipping 
This report considers the futu re 
mplications for the industry of the 
underlying instability, the lack of 
tofitability, and the i ie, a 
i overcapacity i in liner shipping. The . 
factors behind these recent... 
developments are identified and the 
mplications for the future analysed in: 4 
his sobering, but realistic appraisal of 
in industry in difficulty. - | 
Price £55 or uS8110. Airmail postage extra 
. Outside Europe £2 (US$4). Payment with . 
order please. 
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~ tage. ' 


giving - 
as long as vacancies for | 
skilled. Hence, as a result of 


solution is to raise the - 


and 


one 


on business. 


. It would have a further advan- 
The higher tax rate on earn- 
ings would discourage firms from 
in to excessive wage 
claims, and would also discour- 





age unions from making them, 
for fear of bankrupting their 


employers. 
Worth thinking about? 7 
London RICHARD LAYARD 


SIR— You state that most econo- 


mists believe American unem- 


ployment cannot fall below 6196 
without pushing up wage infla- 
tion (July 14th). This view de- 
pends on the idea of a "natural" 
rate of unemployment which is a 
constant, dependent on the struc- 
tural conditions in the economy 
consistent with price 
stability. 

An alternative hypothesis 15 
the notion of a "natural" rate of 
unemployment which is constant- 
ly moving. It suggests that, as the 
level of unemployment is re- 
duced, so too is the natural rate. 


The many skills necessary to op- 


erate the constant flow of innova- 
tions are often acquired by work 


experience itself and "in house" 


employee training schemes; ac- 
cess to these opportunities makes 
increasingly employable. 
American statistics indicate fur- 
ther strong growth in the econo- 
my and low inflation—support 
for the alternative view of a flexi- 
ble natural rate of unemployment 
unobservable by both govern- 


| ments and economists. 





_ Canberra, ي چ‎ 
[n Australia i JONATHAN COPPEL 
HT ‘Demography 


SIR-—You draw attention to the 
| differences among countries in 


their population growth rates 
(July 14th); you should also con- 
sider the distinction between ru- 
ral and urban areas. In third- 
world rural areas, families pro- 
duce most of the food which they 


| consume, and children become 
part of the productive . process 

fairly early in life. In urban areas, 

combined issue the last week in December and the first week in January) by the E Economi 


dressed io The Econom 





, Bhd, Times durong, 2 Ju 
mist Newspaper Lid, Subscription Depart OF 


ish in the past 10 years as govern- 
ment ss has 





Aid agencies Would t we 
vised to stress birth control in the 
towns and Cities. 


Milwaukee, 


Woon BRUCE FETTER 


SIR—You say that “more needs 
doing to make contraception 
available, and in forms that wom- 


en find acceptable". Your caveat | 
is unnecessary, as milady has al- - 
ways held the final ۸ 
shame the onus has been placed . € fa 
entirely on her: you might inve. 


done well to devote a paragraph 


to the further. development B mer 


contraceptive methods found 


“acceptable” by men. 





Sitia, E 
Crete THOMAS E. BORDEN 
Gnp and gdp 


SIR—The beginners course. in 
macroeconomics that I teach at 
the University of South Africa 
starts by distinguishing between 
gnp and gdp real growth rates. In 
the case of a developing and open 
economy, it is clear that the terms 
of trade (and. hence gnp) is a 
more sensitive barometer of a 
country's economic performance. 

In your article. "South Africa 
strains as the gold price fades" 
(July 28th), you quote Certain 
gnp statistics: "Real gnp fell by 







3% last year after ã 1% drop in 


such as Zaire e Pn to odd LES 


















for the‏ کسیر 
Jewish people”, cannot be sold te‏ 
anybody: (Jews and non-Jew-‏ 
alike). However, in law anybody‏ 
can lease the 1 nd. For example:‏ 
ws living on kibs‏ 





` butzim as full members, and th« 


recent resettlement programme 
of Bedouin tribes has been car’ 
ried out on state-owned lands. 


London... .. BARRY SHENKER 


Sri Lanka - 


SiR—Your piece on Sri Lanka 
“Next the caste war" (July 14th) 
has all the marks of a high-caste 
anonymous correspondent pon 
tificating from the comfort of } 
air-conditioned office to the 
informed abroad, and of course 
to the working poder 2 





1982". This clearly refers to gdp | e run i 


since real gnp fell by 1.1% last 
year after a 3.676 drop in 1982. 
My request that you rectify this 


error stems partially from the fact |. Ja 


that I actively encourage my stu- 


dents to read your otherwise ex- alise 


cellent newspaper. I can just hears 


students complaining: “Why 


should 1 worry about the differ. “sees 


. ences between gnp and gdp if The 


Economist does not?" 
Randberg, P 
South Africa G. JAN HUPKES 





Israel | 
SiR— Your discussion of the Is- 


raeli election results (July 28th) 
d و نها‎ that doch ا‎ ۱ 


Port Road: 
meni, PO, | Boe? 


would now: 
Jayewardene 








tary majority to impose a solution 
of the ethnic problem—call it 
devolution, regional . autonomy 


Or what. you. Jike—which the 
country as a whole (not only 
E er will not 


Since Presid ent 
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led internal. 
pue and Manage: | 
jos Fisheries pne 
dit in Experienced in preparation and ی‎ of artisand 
eating app aquaculture projects. ۳ 
م‎ Other Specialis? 
| yiversity degres ee in business We are also looking for pers panel with. speci 
hipi in an interna- fields of training. extension and engineering. witht 
ats context. 
uld have at least five Years experience 
ts, be able to wo 






num ot five 


mit nim! 
genişaton with ee 


Applicants shou 
saith, and for some ۰ wi 
; salaries would be dian 
ting enclosing â € curricu 


icants should apply in 
o; Paul Bu rgons andel y Mills A Associates, 
rive, Bath BA2 pat UK. 






nt fringe ben 
t 3 years. 











‘Posts are 


Please send deta tailed 0 
AUD ۰ entral Recruitment. Person 
FAO, Via delle Terme di Caracalla, 00100 Rome, italy. 





































esl ی‎ we have at Southern 
gales. join us in this key post 
working in a highly v successful. 


jNOMIST 


and abilities are the E ۱ 
as Company andi 
y all the advantag 
nization. 


Your talents 
Calif 013 

uon and enjoy 
supportive orga 



































CORPORA: ۱ 
Will direct the activities of HEE mics group in the enuiica 
uon. analysis and forecast fect of local. national and 
international economic evi ihe Company. Will act a5 
expert policy advisor int ‘ economic tools 
Ive opt 









and principles 10 SO 
advanced degree m 
degree In Finance Of 


least 5 years of progressi 
n and ana 


didate wi 
ince W " 






























e to assess agno 
i planning. 


oral Land written 
to advise on 
| ior consultants with 
































identificatio 
This assignment calis ۴ celien 
| communication skills. $ iion's largest distribute 
of natural gas. we oft pensation 2 
package and signifie anal. US. C sia 
3 juired you may submit 


Permanent 
your resume i . professional 
staffing Coordinator. al Annex, LOS 


Angeles. CA ۰ 


Termin‏ وه 








۱۷ employer M 


Equal Opportun UF 
Resident V isa Required 


US. an Permanent 
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oposals, eio. 



















not being offered to 
n Punjab. Rather it i 
dene prescription 


the other day identified 
mists”) must first be elii 
ted, and then we will talk 


۵ political solution. In In: 











r refined, with whole areas in 
njab being declared as "terror- 
ected”, special courts and 
is in camera. Admittedly in 
a ka we have much to learn. 


owes high 


"negotiation 


"which. both ‘sides 
y about to enter into 


all far short of the only 


s influence i in n the g ¢ governance 
| kong. | 


¥ 





! gwi viih ds. to nà- 


۳ 
lian good offices, ۱ 


















۱۳۳۵۷: reach a polit- 
and terrorism wilk 


e Jayewardene formula has 


the - 


ly enforceable PES of nd 4 certain trade unions. 


R New. Zealand 


10 Pa this ds s. 
s of reference, it will certain- 


bel. Th tie. population: 1 ۱ 


>. political po 


w being administered in = dew.. 
the army stays, terrorists. 


S. T. DRAKE 


SIR—Your article on "Muldoon- 
AM v AIS) appears to blame 

Bert Muldoon alone for the 
economic and social plight now 
assailing New Zealand. | know 
that Samuel Butler did describe 
us Erehwonians as "a meek and 
long-suffering people: easily led 
by the nose, and quick to offi 
common sense at the alta 
logic, when a philosopher a 
among us". But vour 
seemed to rule out any. 
tive guilt" 


"collec- 
. Actually, the poli 





those of the National Party. 


and development 
Many interest groups benefited 


- greatly from these policies, in- 


cluding captains of industry and 
It is the 
jider community that will have 







ws to pay for them and they will 
to, continue to be a burden to our 





Wellington, 
Tom MCRAE. 


ae j mi Abbo New Zealand is 


the most efficient country in the 


world in pastoral agriculture. 
trade barriers (principally from 
.the EEC) have dramatically re- 


duced. its real income from farm 
production. Agriculture is ex- 


longkor . tremely” large for such a small 
tio of Tieeboptitig capital. | 

really commenced in 1949 
the exit of vd fre om com- d 


country, so it has become neces- 
sary for New Zealand suddenly to 
Xon a massive scale to new 
: ies. ; The ue ure to achieve 











rec oles: 


unn Sir ege n 


artícl 


ies. 
and the investment schemes. ere k 


-sọn is used, the basic profit tär- 


contains several strong. positive 


| ultimately greater differences If 
market realisations, are all rela 
s" ed to British research and pre 
got tto “thé : 1 






ndards rank wW 
:m. Students go 
se it as a stepping-s' 
. grandes écoles (usually 
often . commercial or 
schoo ls). a$ tO c 




























erande: cole (in ich case they 
usually come. from a scientific 
sc heol). Its real gamei is the Insti- 





















provincial versions) is it see 
anything. _ For the 
Paris Au AN McC Lay Ine to infer tha 





er exporters CO-OP 
dealers is a highly em 
trying to ensure that 
only buy home-grown row 
It is true that, after a 
Pu officials in Miami, 
es a were found in flower boxes 
om bharmace ical Price taining roses from Colombia. It 
egulation Scheme (PPRS). . . also true thal diui dealers every 
` The report of the house “of  wherearet | 









































































































^ commons public accounts com-. finc 

These were. publicly defended. 
with great vigour by cabinet min-- 
isters entrusted with economic ` 
portfolios. 


mittee did not categorically argue of tf 
that the overall PPRS profitabili- ne 
ty ceiling of 21% on historical tf 
capital should be. reduced tö- le 
17%., the defence industry £ 
"risk" profit target-rate on g 
ernment contracts. Rather it re- 
quested an explanation of the 
difference between the two 
figures. ^ SE 
The difference lies in the fact w 


that the. PPRS ceiling include (Au ۱ 


efficiency and innovation incen- t 
tives not allowed for in the 
quoted defence contracts figure. 
Yet such additional earnings are 
available to defence contractors. 
If the correct basis for compari- 


whiskies will, go 1 Hic 
Islay whiskies. are peatier 
تب‎ Lowla and 


gets for both the PPRS -and wit! 
"risk" defence contracts are vir- Ang 
tually the same. ie on average Bn 
some 17% on historic capital. But idi 
of course NHS suppliers are. not 
government contractors in the 
strict sense, and, for many, mar- ` 
ket forces may well cause their — 


actual earnings to fall short of 1 


target. ۲ 
More broadly, your suggestion 
that research into new drugs is 
hampered by the PPRS is pro- E 
foundly misleading. The PPRS - l 


incentives for innovators. The. - پا‎ 
reasons for variations in doe UR | 
targets between firms, and. me 


duction performance » 
The PPRS has worked wel 


^ Britain in facilitating a supply OE wake 


est ted in EE. 


on the ine, of the cit 
within m 


the Towe er 

of London 
and close to. 
the Under- 
ground at 


very highest standards 


by Wimpey Homes, these 


prestigious apartments are 
equipped with every modern 
convenience, including 
carpeting throughout, fully 
fitted kitchen, gas central 
heating, double glazing, 
fitted wardrobes and an 
entrance phone 


E fact, we've demi 











_ Weve become a most s SUCCES ssful international bank by 


: "Come to us with 
aking the money avai lable iS se part of anes we can ۱ 
Creating env d ibas busi inesses flourish | E our forte. 


‘money ena a of our il UK. A dene in the City 
the West End or Manchester 
Youll be making all the right moves. 


we put potential میهد‎ practice. 











vho egards opponents as demons j is liable to 





aving in a demoniac way. Democratic coun- 
1: d against abuses of power by institutionalising 
io oppose. But even in the world’s two biggest 
racies, elected leaders have broken the rules. Mr 
۱ 10 years out of the American presidency, has yet 
O say sorry. Mrs Gandhi, four years back in power in 
ndia, is into dirty. tricks again. The one good thing 
bout Mr Nixon’s Watergate was that it proved that 
America had effective self-cleansing mechanisms. The 
juestion facing India today is whether its parliamentary 
ystem has a similar capacity for righting its leaders’ 
vrongs. 

Mrs Gandhi, now in her 15th year as India’ s prime 
ninister, has always viewed India’s opposition as an 
innecessary evil. Her demonology includes all politi- 













ians who are not actively promoting the continued rule 


of the Congress party, and the Gandhi family which in 
ier view personifies it. In the past she has been content 
o fight them in mostly democratic ways, except when 
sition upsurge coincided with a challenge in the 

ule in June, 1975. Her response then was 

cy for 21 months in the so-called 








(emergency. incarnation, Mrs Gandhi has 
faced no such threats. But with a general election in 
india only months away, even a fragmented opposition 
svidently posed an unacceptable risk. So, like the 
warrior goddess - Kali, she set out to smite all | centres of 

position power, starting in the tiny ex-kingdom of 
m, moving on to terror-ridden Punjab, and then to 
Dpo: sition-ruled states of Kashmir and Andhra 

























) y steal a government 


n ajority government had been dislodged, is 

O, after the first angry protests, is. Kashmir. 
ot, but the move against Sikh terrorism there 
ustified and Sikhs outraged at the assault 
n Temple have been more or less sup- 
e occupying army. " 








posing of the Sikh 
ah's National. Conference, Mrs Gandhi 
yartv. Mr N. FR Rama 


defections, though the deed 
night for fear it would come uns 


t three raids were highly — € in the sense . 
actions turned out to be containable. Sikkim, 


hen, emboldened by malfeasance that has debased Indian de 1 


ths’ Akali Dal and Dr — 


law for India’ s legislatures: But 













































woo your detectors, "with offers ob piis y 
tries. (In another opposition-ruled state, K 
Congress party official was taped trying 
potential defector.) Bribes can amount to as 
years' earnings for a state legislator, which make 
hard to resist. ue 
Next step in the standard destabilisation ca npai; 
to get the compliant, Gandhi-appointed state gover 
to install a new chief minister and cabinet, witho 
regard for such niceties as a confide nce vc te i E 
assembly. The difference betv veer as 
Andhra operations was that i in Kashmit 
government actually secured the nece 
had to be 

















arithmetic, as well as the politics 
The dethroning- of Mr Rao 0 
playing Hindu gods in "popalar fi n: 
provoked an unholy uproar in Andhra, D 
beyond. The bungle could be a bona a or Inc 
opposition if it succeeds in galvanising m 
dozen feuding parties to pull toge er, at 1 
united anti-Gandhi front. Oppo )Osing 
will not be enough. AMAA 
The opposition parties I ave to sh 
the corruption. which has نی‎ 





codd power for its pt n sa 
rivalries, and given and. taken | bri 
opposition can prove itself a credibl 
alternative to Mrs Gandhi and he 
will not deserve to profit from the Rao 

Mrs Gandhi is now claiming non-« 
Andhra operation. Her plea is unlikely 
No matter, so long as she is $ oppe 
another go in another opposition-ru 
be up to whoever wins the forthcomin ge 
to provide new defences against the kind 








past few months. : 
One long-mooted. remedy is an anti floo 
























a changes of government altogether, 


ions. Nothing would be more likely 
oppling game. . . | 

sons why Indian politics have grown so 
y is that one party has ruled almost all 















. some good news. Agricultural advances 
e eventually to eradicate malnutrition from the 
as surely as medical advances have eradicated 
x. From India to Mexico, the greem revolution is 
e move again. It has started to move out from the 

















dant ghettoes, where critics said it was being con- 


| ed, into the brown lands. Can this green revolution 
exported to Africa, which has replaced the Indian 
ubcontinent as the world's begging bowl? | 
In. the mid-1960s, agricultural scientists invented 
miracle varieties of rice and wheat which grew two to 
imes faster than ordinary ones. These new crops 
ad all over south-eastern Asia and parts of India 
atin America, They grew properly, however, on ly 
there were constant supplies of irrigated water 
where farmers could rely on getting supplies of 
lisers and pesticides in the right quantities and 
st important) at the right time. EM 
ese conditions were fulfilled during 1950-70 in 
ndustrialising Taiwan and South Korea. They 
fulfilled even more spectacular! y during 1967-72 in 
in north-western India, when wheat output 
ised by an annual average 14%—one of the fastest 
ds of agricultural growth ever seen in any country 
7 a NN ۱ 
, Said the critics, these were special cases. In South 
ea and Taiwan, the green revolution was led by 
rprising smallholders because the power of fe udal 
ds had been broken by defeat in war. In Punjab, 
ains of wheat—a grain which only a minority of 
ans then ate—were enthusiastically adopted be- 
e Sikh farmers started rich and saved heavily, and 
the climate was uniform, the soil fertile and 
adily available. The revolution, noted the 
ed—which unfortunately then 






























































manipulation of India has gone too far. 





ort them to Africa next, but governments there 
g city-dwellers at the expense of farmers 





















s opposition, it all 


not tolerated is.no democracy at all M : 
Some time between no id next January, India 
voters will have their chance to declare judgment on th 
ethics that their politicians have been passing off 3 
democratic. The right sort of result will be to throw th 
rascals out. That means bribers and bribe-takers, pow 
er-stealers and power-abusers, wherever they are. Th 
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will have to stop 








including those that depend on rain not ir 
India's current agricultural surge i 
rice-bowl states of Orissa and Bihar, two of the sub 
continent's poorest areas. Shortage of money r mains < 
problem but not an insurmountable one. Subs tence 
peasants find or borrow the money they need to buy 

nvinced this wil 































fertiliser or new seeds when they are coi 
produce a surplus that they can sell at a p 

This has worked even in parts of . 
agricultural output in the past few years. 
fast as it did in the newly-industrialising 
Asia during their period of fastest agi 
Africa, though, is experiencing a p 















motivated peasants are scarce in 
most enterprising young men mig 






by keeping foa 

price controls. In consec 
their families, no 
immigration into th 
import food fr 
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br to beg food from the aid agencies if it cannot. 
On climate, Africa's curse is that rainfall may vary 
widely within small areas and that the rains come 
«regularly, when at all. In many areas, this makes it 
impossible to sell the kind of service that works so well 
in the Punjab, where agricultural extension workers can 
wavel all over the state giving farmers the same advice 
and distributing packages containing the same new 

, fertilisers and pesticides. Drought is a more 
mtractable problem. The green revolution requires 
song-term investment. When drought can bring ruin, as 
K has in southern Africa where the rains have failed for 
shree consecutive seasons, farmers are too obsessed 
about getting by from season to season to think about 
long-term ways of improving their yields. 

vernments make matters worse by failing to see 
what organising agricultural change through a big, 
zentrally-planned bureaucracy puts the greatest possi- 


he affair of Caesar's husband 


America has a noisy way of ensuring its politicians are above suspicion کب‎ Cg 


It is the delight, and the responsibility, of the world's 
most powerful and freest press to take apart the heroes 
and goddesses it has itself created. Mrs Geraldine 
Ferraro, who is having to parade her own and her 
husband's tax returns in front of American television 
cameras, is the latest in a line of political figures who, 
having been chosen to run for office by their parties and 
having been feted and flattered into national impor- 
tance, are then publicly humiliated and undermined. 
There was some excuse for the tally-ho. Hounded the 
Democratic vice-presidential candidate has been. 
Blameless she was not. She fell foul of a law, the Ethics 
ig Government Act, which obliges candidates for office 
make full disclosure of their finances; she also 
tripped over the law which limits to $1,000 individual 
contributions to election campaigns. A lot of Ameri- 
cans trip over that law when practising their multi- 
million-dollar modern style of running for political 
Office. But that does not exonerate Mrs Ferraro who, as 
a lawyer, ought to have known better. Nor is she helped 
by her disingenuous and strikingly unliberated excuses 
that, as a mere treasurer and secretary of her husband's 
company, she knew nothing about his business deals. 


Hounds and consequences 
The fact remains that this is an extraordinary way to run 
a campaign and a country, as was evident on Tuesday 
when Mrs Ferraro handled herself demurely and well 
before America's moral watchdogs—a pack of press 
hounds with a previous taste of blood. If her perfor- 
mance has stilled the whole controversy, the main effect 
of this past week will be to reduce the quality of men 
and women willing to enter American public life. 
America's over-expensive politics are a business that 
now has to be played mainly by good television actors 
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ble responsibility on the scarcest possible resource— 
expert knowledge and technical experience. Research is 
not quite as rudimentary as is sometimes claimed in 
Africa, where nearly a fifth of all the developing world’s 
agricultural research money is spent. But that money is 
usually spent less efficiently than elsewhere. - ۳8 
To keep the enterprising on the land, African politi- 
cians need to overcome their bias to the poor in rural 
policy making. In seeds and fertilisers, centuries - of 
rural conservatism can be conquered by making new 
varieties available, free at first, to those few farmers 
that are prepared to use them, so that their crops excite 
envy and emulation by others. Awkwardly, the farmers 
prepared to take the risk of switching to new mealies 
are usually those that have the most land, because they 
can afford the risk of failure. Hand-outs to the compar- 
atively well-off stick in the gullet of many African 
governments. Result: malnutrition. E 


who are either independently rich or are supported by 
special interests. Those who have made themselves — 
independently rich are not going to be encouraged to 
come into public life if it brings as many libels about 
past business affairs as are now engulfing ۴ 5 
ily firm. 3 

If Mrs Ferraro really is a quarry who has needed to be 
flushed out, the most nationally demoralising way of 
flushing her is by televised scavenger hunt after she had - 
been picked as second standard bearer in what ought to 
be > thoughtful national debate about policy options for 
1985-89. ۱ 
In Britain, the house of commons serves as a sieve for 
those aspiring to high office, because nearly every 
member of parliament knows every other one. Most 
British prime ministers since the war have been quietly 
told which backbencher not to appoint to ministerial 
office because he may be a fellow-traveller of most 
undesirable people. This is not the American system; 
congressmen know surprisingly little of each other as 
they sit sheltered by their staffs (of whom the taxpayer 
provides far too many). Mr Mondale picked the person. 
to be a heartbeat away from the presidency with less 
knowledge of her than a British prime minister would 
have when picking a parliamentary secretary to the 
ministry of works. 
Every newspaperman is now turning amateur tax 
sleuth on the pile of Zaccaro-Ferraro papers that has. 
been presented to him. It is ironic that both Democrats 
and feminists felt so delighted this summer as they 
painted themselves into a corner where their image will - 
so much depend on populist reactions to journalists' - 
judgments on the particular tax definitions chosen, and - 
particular tenants housed, by a millionaire property 
dealer in that particular part of New York. 3 
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Canada inside 


E 


—if Brian Mulroney's Tories sweep to power 


On September 4th, unless the opinion polls have been 
wildly misleading, Canada will get a Conservative 
government with a clear parliamentary majority. A 
normal swing of the pendulum? No. Aboüt as normal as 
August snow in Vancouver. For half a century the 
Liberals have been Canada's "natural" rulers. In that 
period, the Tories have had only seven years in office, 
including three years of minority governments. To 
make a comeback now, they have had to turn Canadian 
politics inside out, in two ways. 

— The Conservatives are a right-of-centre party but, 
more important, they have long been seen as Canada's 
"British" party. Because of that, French-speaking Que- 
bec has long remained a Liberal stronghold in federal 
politics—even when, as now, it has a bitterly anti- 
Liberal provincial government. It took the Tories until 
last year to learn the lesson. Then, for the first time, 
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they chose a fluently bilingual party leader from Que- 
bec. Mr Brian Mulroney, although still a new boy in 
politics, has high hopes of breaking the Liberals’ near- 
monopoly of the 75 Quebec seats in Ottawa's 282-seat 
. house of commons. 

` Tory internationalists now 

The second great change is the reversal of nationalist 
politics. In 1958, when the Conservatives swept the 
country, they were riding an upswell of nationalist 
anger at the Liberals' excessive readiness to accommo- 
date American interests. John Diefenbaker's fiery 
denunciations of the Liberals for kowtowing to Ameri- 
can big business captivated even French Canadians. In 


Straw-clutchers 


The anti-nuclearists reach for a bad argument 


۳ 
People who clutch at straws are generally going down 
for the third time. The anti-nuclear movement is not 
‘drowning, but it is not waving either. The rather 
desperate grab at the problems of the C-4 submarine 
missile suggests that the anti-nuclear campaign is having 
 astruggle to keep its head above water. 

_ The American navy has had to pull quite a lot of C-4 
missiles out of service from its nuclear submarines, 
. because it suddenly found they weren't working. This is 
 aserious business, since the C-4s carry over a quarter of 
. America's long-range nuclear warheads. It also pro- 
. vides the anti-nuclear people with one good argument, 
_ if they had chosen to use it. This renewed evidence that 
missiles can be unpredictably unreliable makes it even 
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the 1958 landslide the Tories won 208 seats, includin 
50 in Quebec. This time, however, what has turne 
many Canadians against the Liberal party has been the 
restrictive effect of Mr Pierre Trudeau's interventions 
in the economy. Some of these interventions were 
designed to prop up ailing parts of the country that 
voted Liberal by holding back thriving parts of the 
country that voted Conservative. Others of his inter- 
ventions took Mr Trudeau along the Diefenbaker road 
in trying to curb competition and encroachment froma 
the United States. e- 

Canada’s new Conservatives do not profess to be 
radically right-wing in many of their intended policies as 
Mr Reagan and Mrs Thatcher originally promised tos 
be; but they do believe, with other modern Conserva- 
tives, that the best industrial policy for a rich nation is tos 
get politicians out of the way. The Canadians have beens 
returning towards prosperity because the United State 
has returned to prosperity, and Mr Trudeau's mil 
economic anti-Americanism has caused at least as muchi 
resentment in Canada as his promotion of “Frenchi 
power”. 

The Liberals had already begun to dismantle the 
machinery of these economic interventions and protec- 
tionisms, and their choice in June of Mr John Turner as 
Mr Trudeau's successor was a sign that they would go 
on dismantling them. But if Mr Mulroney becomes 
prime minister he will be expected to go farther andi 
faster. This time the Tories will come not to praise 
economic nationalism but to bury it. Is Sir John A. 
Macdonald turning in his grave? 
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less likely that either Russia or America will launch the 
crossed-fingers sort of nuclear first strike that depends 
on having just enough deliverable warheads, x-plus- 
one, to knock out the other side’s missile silos. The 
argument actually used by some anti-nuclearists is 
different, and rotten. If the Americans have announced 
that some of their missiles aren't working, and the 
Russians haven’t taken advantage of it by pushing the 
button, doesn’t this mean—they ask—that the missiles 
were unnecessary all along? 

Apart from the fact that this is rather like saying, if 
one of your legs goes numb and you don't fall over, that 
you might as well have it amputated, the question arises 
of how far those who favour this line of thought think 
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he process could safely go. Abolish 
nissile force entirely, leaving deterrence to America’s 
and-based Minutemen (which the Russians certainly 
lave enough warheads to destroy, even allowing for 
ome uncertainties), and a few bombers? Abolish those 
00, because even then the Russians would not "com- 
nit the madness"? The straw-clutchers' argument rests, 
n the end, on the proposition that even in a great 
nternational crisis—as distinct from somnolent mid- 
984—a country's conscience will not allow it to use 
iuclear weapons even if it thinks it can get away with it. 
l'ell that, this August, to the survivors of Hiroshima and 
Nagasaki 39 years ago. | 

A workable deterrent consists of the minimum num- 
yer of nuclear weapons that will make the other side 
ealise, at the moment of truth, that it dare not risk an 
ittack. At the moment, on the western side, that means 


The Obote problem 
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the seaborne 


A Central American lesson for Britain in Uganda 


Uganda is having the horrors again. The leaders of the 
»pposition, some of them reasonable men, claim that 
hings are even worse than in the days of that sado- 
»uffoon Idi Amin. They say that between 100,000 and 
200,000 people have died in the past year, killed by the 
:overnment's soldiers or by organised starvation. The 
:overnment itself concedes a minimum of 15,000 vio- 
ent deaths, mostly at the hands of "rebels". The new 
calamity is less grotesque than Amin’s old one: fewer 
heads bashed in with hammers, less torture, a closer 
approximation to legal norms. But entire communities 
have been uprooted and made into refugees within their 
own country. In districts with opposition connections, 
rdinary peasants are worse off than ever before. 

There is a problem here for Britain and for the west 
in general, the main source of Uganda's aid. President 
Milton Obote has started to move his country back 
towards being a viable part of the trading world. The 
economy, once catastrophic, is now merely awful. The 
budget has been cut, imports reduced, market prices 
are being allowed some say. Some of the Asian 
businessmen chased away by Amin are back at work. 
Mr Obote has tolerated some timid opposition in his 
parliament, and a brave opposition press still exists. 

To protest against human-rights violations by cutting 
off Uganda's aid would make more people starve. To 
pull out the tiny British military training mission would 
mean even less hope of controlling the army's brutality. 
The last vestiges of opposition might then be snuffed 
out. Deprived of western friends, Mr Obote—a man of 
more brain than principle—would pretty certainly look 
again for help from his old pals in the communist world. 

Yet butchery cannot pass unmentioned just because 
the butcher happens, for the moment, to be "ours". 
Sanctions usually hurt the oppressed more than the 
oppressor; but the oppressed, be they Poles or South 
THE ECONOMIST AUGUST 25; 1984 
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having a land-base 


to a Russian first strike); plus, for Europe, some 
medium-range American missiles deployed in Europe 
in order to demonstrate that America's umbrella cover 
the Europeans too. In short, give or take a few thing: 
like the probably unnecessary MX, roughly what the 
west is now trying to put or keep in place. - N 

Nuclear weapons are répellent, and it is always ¢ 
temptation for the flinching mind to argue that it is 
better to have fewer of them. But the ultimate nonsense 
would be to discover, when a crisis came, that you dic 
not have enough to provide that deterrent. That coul 
allow the otherwise avoidable war to happen. The ship. 
and the ha’porth of tar. . . . UMS 
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Africans, are sometimes content to see their material 
lot get worse, if the reward is a better government later 

The problem of the Obote regime is that it is a 
minority government, brought to power at a rigged 
election (shamefully validated by Commonwealth ob- 
servers who did not stay to see the votes counted). The 
president, and the core of his army, belong to the sma 
northern Langi people. They hate, and are hated by 
the Baganda, the largest and in many ways the brightes 
group in the country but mostly excluded from the top 
jobs. The Baganda have suffered terribly at the hand: 
of Mr Obote's soldiers, especially in the Luwerc 
triangle near the capital, Kampala. a 

Whether or not Mr Obote gave his men orders to be 
brutal, he seems to have done precious little to restrain 
them. He has prevented church and aid officials from 
working in the Luwero triangle. This should be a test 
for the west. Unless Mr Obote allows aid supplies to be 
taken where they are needed, and distributed under the 
donors’ supervision, risk cutting the aid. «8 
Consider El Salvador m 
The curious thing is that Britain, the country 
involved in Uganda, has so far done little but m itter 
embarrassedly about the whole mess. It is the ۰ 
cans who have publicly criticised Mr Obote. This is the 
mirror-image of Central America—where the Ameri 
cans have held their noses as they give money and 
comfort to regimes whose soldiers kill civilians, while 
their European allies, a long way across the water, have 
felt free to be squeamishly censorious. EC 

The mirror reflects worse on Britain. The American 
president is held constantly accountable for his foreign 
policies. He has to answer to his congress, and trim his 
actions accordingly. The British have 12 military advis- 
ers in Uganda, whose presence is confirmed by a new 
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e E savings and joan 
are more than just another mega-stumble 
s dash for diversified growth in the PION 


reported for the second quarter into a 
.$107.5m. This should cause both those who 
epare financial accounts and those who use them to 
p short. 
he Securities and Exchange Commission (SEC) 
ussled with FCA over how the company valued the 
ecurities it "bought" through complicated roll-over 
epurchase agreements. Advised by Arthur Andersen, 
he accounting firm, FCA wanted to carry them at the 
rice of the original commitment to buy. The SEC insisted 
hat they be regularly revalued to reflect changing market 
ces. Regulators have a way of winning, so FCA did its 
ums again. Though FCA has assets roughly the size of 
nental Illinois’, the SEC decision is not about to 


e the less, it does raise a couple of interesting 
ions atan interesting time. 


f ing the accountants 

ibout the adequacy of accounting standards. FCA 
ht to apply rules framed for conservative savings and 
5 to hotshot transactions. In consequence, it had no 
guidelines, just three or four dubiously relevant 
ples. Naturally, it chose the one which gave it profits 
r than losses. Do America’s rules (though clearer 
most other nations’) allow companies too much 
y to present themselves in the best, rather than the 
truthful, light? . 

problemi is compounded because America has too 
ancial rulemakers: the accounting standards 
he accountants’ trade associations; federal 
y agencies for banks, thrift institutions, insur- 
ipanies and others; the state equivalents of all the 
hey all defend little enclaves which financial 
'gulation is making nonsense of anyway, and often 
tmuch te iori میا‎ ai in ndi run The 

| ancial regulato 
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m of Americans; E members of 


۱ | Illinois raised big questions about accounting standards 
: gi J Jnited d States FGA 1a raises even bigger ones 


use a wave of savings and loans tocollapse (see page 61). 
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dent Obote should be told that hi aidisa at 
does better. ZH | 





professional pants. More, plese. 
The second question has to do with the commit 
of accountants, as auditors, to imple ment the 





Arthur eg à respected Big Eight firm, did 
anything worse than get it wrong with FCA. But. the 
incident coincides with ۵ disquiet about how 
much faith can ve MA. in audited account Lb mU i e 






as it disciplines i inside Wade: “At sast ont 2 congres- 
sional committee plans a series of hearings. The num- 
ber of shareholder suits against auditors, which. rose 
rapidly in the late 1970s, shows no signs of falling. 


accountants are bus - disclaiming 







mean the company i is - financia inis healthy, that its 

figures are presented in reasonable conformity with 
generally-accepted accounting principles. Auditors, 
they say, merely sample the company’s data. They ar 

not private investigators trained in detecting fraudi 
Shareholders and creditors, though, have a r ght 

n" tly i in telli gent to ۱ 

to ckety oil 
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scope. New audit business has stop 
e on fees has cut pire 
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puter software instead. 
can whether a compan 
the Supreme Court. in 
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do well to » rememb ri 
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had another successful year 
financially. Following the 
substantial increase in profits 
achieved in 1982-83 progress 
has been maintained with a 
pre-tax profit of £71M, 
compared with the previous 
year’s £55M. This has enabled 
a total dividend payment of 
£16.3M to be made to the 
Government as shareholder, 
an increase of £3.9M. 


SUPPORTING U.K. 
INDUSTRY 


The Group’s major capital investment 
programme, on which £296M was spent 
last year, will involve expenditure of a 
further £5,500M over the next 10 years. This 
spending will be augmented by another 
£1,500M on materials and services. 

Well over 90% of this expenditure, 
averaging £500M in each of the next 10 years, 
will be spent with British suppliers. It is 
estimated that this will provide and 


and mechanical engineering. 


PROTECTING THE 
ENVIRONMENT 


We have to meet exceptionally high 
environmental protection standards, 
especially in the reprocessing area of our 
business at Sellafield in Cumbria —and 
rightly so. 

Overall our record has been a good one. 
Routine discharges to the sea of low level 
radioactivity from Sellafield have been 
reduced dramatically over the last 10 years 
and that trend was maintained last year ` 

Much more is being done. We are 
already spending more than £500M on waste 
managementat Sellafield, of which £190M is 
specifically aimed at reducing sea de 
That investment will have a significant effect 
over the next two years. ۱ 

1 Now we intend to go much further as 
we strive to meet the emerging expectations 
| of public opinion. We are committed to 
A be a PEGS aad ru a 
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Review by the Chairman 
Con Allday C.B.E. : 
RES s(n Ali tae 
GROUP HIGHLIGHTS 
1984 1985 
EM £M 

TURNOVER 459.5 4511 
OPERATING PROFIT 1248 114.3 
PROFIT ON ORDINARY ACTIVITIES i 
BEFORE TAXATION 708 6 
PROFIT FOR THE FINANCIAL YEAR 513 449 
DIVIDENDS 163 124 
PROFIT RETAINED 350 325 
CAPITAL EXPENDITURE 296.3 269.8 
ASSETSEMPLOYED 1255.8 964.8 
SHAREHOLDERS INTEREST 
(AVERAGE FOR YEAR) 165] 2 
PROFIT FOR THE FINANCIAL YEAR 
RELATED TO AVERAGE 
SHAREHOLDERS INTEREST 31.1% 34.2% 
NUMBER OF EMPLOYEES 
(AVERAGE 15542 16167 


FOR YEAR) 





bringing sea discharges down to the lowest 
possible levels, taking account of the best 
technology available, cost/benefit 
considerations and timescales for 
introducing new plant and equipment. 


SPOILING THE RECORD 


It was unfortunate that against this 
background the Company's year should 
have been marred by an incident at Sellafield 
which led to the deposition of very small 
quantities of radioactive contaminated 


` material on local Cumbrian beaches. We are 


being prosecuted over the event. 

I have already expressed regret to the 
public that the incident occurred and for the 
inconvenience it has caused. However, 

I remain confident that no harm has or will 
be caused to anyone asa result of itand steps 
were taken immediately to prevent any 
similar occurrence. 
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MEDIA INTEREST 


The incident obviously attracted a great 
deal of adverse media interest during the year. 
So did an allegation made in a Yorkshire ۱ 
Television programme that past reprocessing | 
operations by the Company and its 
predecessors had led to an increased 
incidence of cancer in the Sellafield area. 

This allegation was investigated by a 
team led by Sir Douglas Black, a 
distinguished medical scientist, and their 
report has shown it to be 1 ۱ 

We recognise that public acceptability is 
essential to the Company's further 
development. It is encouraging that the 
media appears to have been taking a more 
positive interest in the Company's 
achievements in recent months. We, for our 
part, will continue to be as open as possible - 
in providing information about our activities - 
and achievements. 

These achievements are considerable. 
I am confident that there will be more. 


SECURING THE FUTURE 


During the year the Group spent £50M 
on research and deve equal to some 
10% of sales income. O ipe ی‎ n 


on whom the Company 
I am grateful for the loyalty of all our 
employees in what has been a difficult, if 
financially successful, year. 
Copies of the Company's Annual Report & — 
Accounts for 1983/84 may be obtained from | ۱ 


— 
" 

















— 


n 
is 
Mire 


um 
eat 


3 
v 
9 


5 


m 


EC 
Seay 


S 


T 


2B. 


qu 


— 


oS; 


ier 


pie 


E: 


am 
NEAR. 


RSE 


تج 
e‏ 


ed ی و‎ 
I ng x i RU 


a ORE 


Plessey 1 nobile airdefence 
radarsystemsarėe 


operational i Europe, the 
“Middle East; Africaand — 


Latin America. 


"he Plessey Company ple, Vicarage Lane, Hord, Essex IG1 4AQ. s 


yum 
ec 


T 


Operating profit. 


e here nna aaa tae Argo i pA PA cam wna 


PIANETA try ett trn ii جوا‎ a ira 


„Earnings pêr share 


SIMA uN sana NY rng Ie Metri 


نهپ ویس ناه ہنا AN‏ میسو ان داب دود امھ مته em‏ کچ زبس سردا 































hi volutionaty Is- 
wn to a more or less 
Much of the passion has 
-plenty of bickering, and 
ion; but the regime is secure, 
intry seems pretty stable. The 
economy is in a mess, but not a disastrous 
one. Unless Iraq inflicts a huge defeat on 
Iran, there is little reason why the Islamic 
republic should not-continue beyond the 
death of its 84- yea -old founder, Ayatol- 
lah Khomeini. ۱ 

This is not the ventional wisdom 
about Iran, but a visit to Teheran. suggests 
that it may be the reality. Westerners in 
Teheran hear plenty of grumbles, mostly 
from the. sad, left-behind middle-class 
people whose more far-sighted friends 
got their money out before the revolution 
and left. The less well-off complain about. 
inflation. But life has not changed much 
for the bulk of the population, who have 
always been poor, and whose women 
have always worn the veil. Islam is strong 
in Iran, and to” many devout Shia Mos- 
lems an Islamic republic promises a better 
way c f life tha stern materialism. - 
| The regime ‘still has its.à opponents, but 
۹ bday: they no longer count for much. 
After a campaign of vicious repression, 
the eft-wing mujaheddin are no longer a 
‘serious threat. The communist Tudeh 
which had close links with. Russia, 
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wiped out in a series of imprison- . 
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tions and issues. Yet a broad divide 
emerges on the question of whether pri- 


vate business should have a free hand, or 


whether industry, land and trade should 
be nationalised. The landowners and ba- 
zaaris {rich merchants who largely fi- 
nanced the revolution) want the freest of 
free enterprise. They are supported by 
many mullahs. Conservative is a mild 
word for some of them: last year, a group 
supported by the then labour minister was 

campaigning for a law which would have 
allowed the employment of five-year-old 
children. 

On the other side of the debate is the 
prime - minister, Mr Hussein Moussavi, 
who is supported to some extent by the 
powerful speaker of the parliament, Ho- 
jatoleslam Rafsanjani, and President Ali 
Khamenei: they want more nationalisa- 
tion, partly in order to reduce the power 
of the bazaaris. The argument came to a 
head last year, when the conservatives 
tried to oust Mr Moussavi. His position 
began to look shaky, until Ayatollah 
Khomeini endorsed him, mainly because 


Mr Moussavi's opponents are associated | 


with a subversive secret religious society, 
the Hojjatieh. 
Although fiercely fundamentalist on 


social questions such as the veil, the 


Hojjatieh holds that religious leaders 
should not have as much secular power as 
Khomeini has given himself. Several 
:memb rs of the government are believed 









Last week, five cabinet 
ministers lost their jobs when they failed 
to win votes of confidence in parliament: 
their dismissal was generally regarded as 


sel : . a blow by parliament against the conser- 
















'atives, since two of the: ministers were 
thought to belong to the Hojjatieh. - 

. A month ago the conservatives organ- 
sed demonstrations in Teheran, in favour 








overnment, unable to object publicly to 
lamentalism, organised its own 


were scuffles between supporte 
two factions. 


3 tg to the Hojjatieh; but they keep 
RSS quiet about it, since its views are consid- 
ered treasonable. j 


of tighter rules on women's dress, in 
orde: "to embarrass the government. The 


mon: tration—also in favour of greater 
lamic restrictions on women: Hhefe. 


But nobody challenges Khomel 


The ‘conservatives | still doi 
Council. of Guardians, 2.12 
which has the power to reject 
by parliament. Important p 
lation—on land reform, lab: 
nationalisation of foreign 
to and fro between parl 
council. Even after amendm 
still too socialist for the coun 
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country's economic mess. Until 
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economic problems. Mr Taqi Banki, the 
director of the planning and budget of- 
fice, admits that in 1982-83 gnp was 25% 
lower than before the revolution, though 
better than in the previous year. He puts 
the blame partly on a lack of management 
skills. The flight of the middle classes 
since the revolution has certainly de- 
prived the country of managers and tech- 
nicians. Yet, compared with most devel- 
oping countries, Iran still has a high 
proportion of trained people. Some of the 
young revolutionaries—like the Ameri- 
can-educated Mr Banki—are highly com- 
petent. The trouble is that many ill- 
educated fanatics have got important jobs 
and use their patronage to employ equally 
ill-educated relatives. 

Another flourishing Iranian tradition is 
corruption. Observers who knew the 
country before the revolution say there is 
probably more of it now. Before the 
revolution, those holding top jobs 
skimmed 2-3% off contracts. Now, since 
people frequently get sacked for political 
reasons, they have to make their money 
faster; so they take 10% or more. 

The war with Iraq is always cited as the 
reason why the economy is not doing 
better, though members of the Majlis 


| have recently been wondering out loud 


whether this is not just an excuse for more 


- basic weaknesses. Still, according to the 
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official estimate, the war costs $11m a 
day—equivalent to 30% of total govern- 


. ment expenditure. Although several hun- 


dred thousand Iranians may have been 
killed, the war is still widely supported. 
Even opponents of the regime concede 


_ that the 250,000 men of the Baseej force 


are volunteers, not press-ganged. 
Ayatollah Khomeini insists that the 
war will go on until Iraq's President 
Saddam Hussein is overthrown. But the 
head of the armed forces, General Ghas- 
sem Ali Zahir-Nejad, argues that the 
poor state of Iran's military equipment 
makes victory virtually unattainable. Po- 


— litical leaders such as Hojatoleslam Raf- 


— sanjani and the foreign minister, Mr Ali 


Akbar Velayati, seem to be keen on 
pursuing a negotiated settlement to end 


- the war. Yet they cannot publicly dissent 
- from Ayatollah Khomeini's views, so it is 


unclear how far they can carry their taste 
for a diplomatic solution. 

Ayatollah Khomeini's death might end 
the war, but it depends partly on who 
succeeds him. His all-but-nominated suc- 


cessor is Ayatollah Montazeri, who is 


often ridiculed as a peasant with a 
squeaky voice. He is supported by Hoja- 
toleslam Rafsanjani, with whom he spent 
time in prison under the Shah. Mr Raf- 
sanjani clearly expects to hold the reins 
after Khomeini's death. 

Ayatollah Montazeri, however, is not 
to be written off. He takes a conventional 


18 


hard line on the war, but has some 
relatively liberal views on internal mat- 
ters. He has got political prisoners re- 
leased and set up a system of committees 
to oversee prison conditions—reforms 
not close to Ayatollah Khomeini's heart. 


.A  Montazeri-Rafsanjani ticket might 


slowly go on softening the hard lines of 
the five-year-old revolution. 


India 


Count em 


FROM OUR INDIA CORRESPONDENT 





Even the most expert political manipula- 
tion can become political folly if over- 
done. Mrs Gandhi's latest and boldest 
attempt to overthrow a popular leader of 
an Indian state has pulled the opposition 
together in its biggest display of unity for 
many years. 

Mr N. T. Rama Rao, a film star known 
for playing gods, was removed as chief 
minister of Andhra Pradesh when a rival 
claimed to have captured his majority, in 
league with the local branch of Mrs Gan- 
dhi's Congress party. But on August 21st 
Mr Rama Rao and 162 still-loyal col- 
leagues paraded before the president of 
India in Delhi to prove that he held more 
than half the seats in the 295-seat state 
assembly. On the same day the new chief 
minister held his own parade before the 
governor in the state capital of Hyder- 
abad. But it turned out that 39 of his 
alleged supporters were actually in Delhi 
with Mr Rao and that their places had 
been taken by impostors. 

Governors are supposed to be impar- 
tial referees, upholding democratic 


norms. But Mrs Gandhi has been con- 
verting them into pro-consuls, doing the 
bidding of New Delhi. One of her gover- 


t 


The opposition opposition 


nors sacked the chief minister of Sikkim 
in May, although he enjoyed a clear 
majority. Another governor in Kashmir 
refused to sack the government there, 
and was replaced by a more pliable man 
who then plotted with defectors to oust 
the government in July. 

In Andhra Pradesh, the governor is an 
old Congress politician who had been 
removed from office in 1983 for trying to 
shield his son and son-in-law from prose- 
cution in a smuggling case. This gave Mrs 
Gandhi the leverage she needed. When 
Mr Rao insisted that he still had a major- 
ity, the governor first sacked him and 
then arrested him, along with a large 
number of supporters. He allowed the 
new chief minister a month before the 
state assembly would be summoned— 
time enough, it seemed, to use the lure of 
office and money to buy a verifiablið 
majority. Mr Rao and his supporters 
released from arrest, then had trouble 
getting to Delhi on aircraft and trains that 
were suspiciously delayed for many hours 
in leaving Hyderabad. 

But neither Mrs Gandhi nor her co- 
conspirators had counted on the wave of 
anger which followed the ouster of the 
Rama Rao government. More than two 
dozen people were killed in violent dem- 
onstrations and clashes with the police. 

Mrs Gandhi insisted that the governor 
had acted on his own, a claim which 
hardly anybody believes. She also said 
that the state assembly would be sum- 
moned quickly to settle the issue of the 
majority on the floor of the house. She 
saw no irony in prescribing a course which 
her governors have time and again avoid- 
ed in order to help manipulate her party 
into power. The Andhra events also raise 
questions about the role of the new home 
minister, Mr Narasimha Rao, an Aner 
man, who has shown either lack of judg- 
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us Westpac is your world bankfor | 
-action in international banking. 
hs We're the | largest banking 

. and financial services group in 

< Australia with assets in excess. 
` of US$30 billion and over 165 
-= years of experience. 
MUT To be one of the world's. 
` leading banks, means we have to 
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30 June 30 6ب‎ . Year 
1984 — — 1983 — 1983 
(unaudited) iu naudi tedi = (audited) 
£m. fm | £m 
Insurance: 
remiums Written - - .. 1,058.9 968.3 1,910.1 
en riting Balance - ..  —169.3  —99.33  — 209.6 
estment Income allocated to 
eneral Insurance operations 112.8 96.8 204.2 
Insurance Result .. — ..  —856.5 —2.5 —54 
erm Insurance Profit .. .. 10.0 8.2 um 
stment Income attributable to " 
apital and Reserves Rp 34 3.8. 2386 75.1 
of Associated E | MEM | 
- ., 7 1.9 50:1 | 984 
ET p: 3.2 —— 10.3 17.8 











۱ ou. 50 396 802 
emer per share — See Note 1 .. (loss) 2. 1p .16.8p 34.0p 


is 

















Capital and Reserves — YT Note2.. £1,505m £1,368m £1,652m 
ote | Earnings per. share have been adjusted for the one for four scrip issue 
made in June 1 984: - 


e figures as at.30 June 1984 and year end 1983 include the Long-term 
Business EI of £225m first established at Jl December 1983. 


$1.42 $1.54 $1.51 

$1.80 (51.89 $1.87 

“Australis $1.54 $1.70 $1.68 
etherlands ... .. .Fls4.32 Fis4.21 Fls4.33 


result. has been adversely affected by £3.3m due to changes in exchange 
iderwriting balance being worsened. by £9.9m, with investment income and 
1 mpanies Seen by £6. Om. 







6 months to 30 June 1984 


I: NN Under- Allocated General 
. < Premiums Writing Investment Insurance 
< O Written Balance Income Result 














£m £m 
56.3 — 55.7 
27.5 1.5 
13.6 سب‎ 2.0 
3.6 سس‎ 0.6 
6.3 4.4 
3.1 0.1 
2.4 — 4.2 

















dividend of 10.50p 
The dividend will t 


. compensation and general liability accounts. T 
‘improvement in personal lines with bette xp ien 


` satisfactory in the second quarter. Premium growth, particularly in 










INTERIM DIVIDEND T 
The directors have declared an interim dividend of 8.75p pe 
25p share on the capita as increase: Hb the crip issue (1983i interim 


registered at the clo: : Ad 
cost £20.6m (1983 interim dividend £ | 
1983 was 28.5p per share equival nti 


INVESTMENT INCOME. 














TX 6m CE in sterling ms 
by ۰ 3%: allowing for changes i in Her rates of exchange the g gro h 
Was over 6%. c. 


GENERAL INSURANCE "S 

Premium income rose by 9.4% in sterling: iowa for the effect 
of currency changes, the increase: was 4%... Details, for the 
individual operating companies are a 

In the United States the second 
was 121.0% down from 126.0% at th 
123.4% for the half year (1983 114.5% 'Omr | est 
remained very unsatisfactory due to continuing poc rexp rience in 
multi-peril and automobile business, anda substantial wors 
compared with the same ‘stage last- year, 


























business. The: programmes o 
underwriting action have. conti 
further loss of business this was li 
reflecting the degree of price. firmin 
the commercial lines market 
after the inclusion of Silvey Con orporation ram 
some 8%, - | 

Premium volume increased by over 125 
in the second quarter was reasonably sa 
result was still severely affected by the: 
property accounts in the first quart 
number and cost of subsidence claims ha nued 

Compared with the very favourable outcome at the same stage 
last year the result in Canada showed a marked deterioration with 
the commercial automobile and general liability accounts being 
responsible for the major part of the worsening. The premium 
volume in local terms showed a small increase. 

In Australia there was an improved result drin experience 
in both workers compensation and general liability was Jé 














commercial lines, remained strong. 

"The. experience for Royal nt in the second quarter. was 
somewhat better but the result for the half year is still adversely 

:cted:by the January flood claims: in New Zealand. Premium 
growth in local terms following the acquisition of the Spanish 
insurance company Velazquez SA. was over 24%. 

In Reyal یو‎ there was some eo ee in the result 
mainly due to a number of large liability claims. Premium income 
rose by over 314% in local currency terms. 

` The experience for Royal Re remains adverse reflecting the 
difficult conditions in worldwide direct markets. It is still too early 
for the expected benefits of the hardening of the proportional treaty 
market to appear in the results. 


Royal Life Insurance 

During the first half of the year new single premiums written by 
Royal Life increased by 18% to £46.4m. New annual premiums fell 
by 12% to £28.5m. However, the comparable period in 3 
included. à substantial * ‘volume of business arising from’ the 


conversion of existing mortgages to repayment. by endowment 































assurance. As compared. with. the first half of 1982. new annual 
premiums increased by 130% Unit} ked business s 
growth with both annual and singk niun c 
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nent or lack of influence. 

The public clamour in favour of Mr 
Rao has brought India’s opposition par- 
ties together in the broadest show of unity 
for many years. For the first time the two 
communist parties have joined with Hin- 
du nationalists in planning anti-Gandhi 
rallies. The opposition, which has been 
«liscussing a united front for many 
months, is now hoping to keep up the 
imomentum until the general election. 
The willingness to sink differences in the 
"fight against Mrs Gandhi could break 
down, especially if Mr Rama Rao is 
returned to power. But until this week 
Mrs Gandhi looked a sure winner. A 
united opposition could alter all bets. 


Pakistan and Afghanistan 
BVarning shots 


The Soviet Union is putting the squeeze 
on Pakistan. Between August 13th and 
I9th, a village in Pakistan and its sur- 
rounding area was attacked six times—by 
rockets and bombs from aircraft, and by 
artillery fire from the Afghan side of the 
border. About 50 people were killed. The 
attacks were probably timed to coincide 
with the third round of "proximity talks" 
between Afghanistan and Pakistan, due 
to begin in Geneva on August 24th. 

The talks are sponsored by the United 
Nations and orchestrated by the UN's 
special envoy, Mr Diego Cordovez, 
whose job is to shuttle between rooms: 
the negotiators will not sit down together 
because Pakistan does not recognise the 
Babrak Karmal regime in Afghanistan. 
Presumably the Russians wish to make it 
clear that their puppet government is 

*gotiating from strength. 

. The raids also have a more practical 
purpose. The village that was attacked, 
Terrimangal, in Pakistan's Tribal Areas, 
is just over the border fram an Afghan 
government garrison in Paktia province. 
Afghan guerrillas have been giving the 
government soldiers a bad time there. At 
the end of May, the guerrillas had the 
local garrison surrounded. Russian air- 
craft were bombing the area, to no avail. 
Since then, the guerrillas have kept the 
upper hand in the region. 

The guerrillas are supplied from Terri- 
mangal with both food and arms. The 
Pakistanis claim that all Afghans on their 
soil are mere refugees; but trains of 
donkeys laden with arms can be seen 
crossing the border with impunity at Ter- 
rimangal. The Russians are trying to close 
this easy and much-used supply route 
and, more generally, to frighten the Paki- 
stanis into withdrawing their covert sup- 
port for the guerrillas. The Pakistanis 
could try to stem the arms flow; but the 
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Where did he get it? 


1,500-mile border is hard to police, par- 
ticularly in the Tribal Areas, where Paki- 
stani government control is limited, and 
an illegal arms trade flourishes. 

Fear of Russian reprisals was part of 
the reason for Pakistan's decision at the 
end of July to ban Afghan guerrillas from 
making their headquarters at their chosen 
capital-in-exile, Peshawar, in the North 
West Frontier Province. But it is unlikely 
to soften Pakistan's refusal to recognise 
the Afghan government. 


Lebanon 


Druzeland is still 
no go 


FROM OUR LEVANT CORRESPONDENT 





The struggle of Lebanon's government 
against the country's tendency to fly off 
into separate pieces has reached a deci- 
sive stage. The measures which have 
more or less reunited the Beirut area in 
the past six weeks now need to be extend- 
ed to two adjacent areas—the Christian 
Maronite enclave to the north and north- 
east of Beirut, and the Druze enclave in 
the Chouf area to the south-east and 
south. The Chouf extension is particular- 
ly important, because if there is tension in 
the Chouf it spills over into Beirut; on 
August 20th shells from a Chouf battle hit 
the presidential palace in the city. 

The Maronjtes have not objected to a 
mainly Christian brigade of the national 
army entering their canton, first to take 
over control of the main coastal highway 
to the north and then to expand into the 
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hilly hinterland. The Druzes, however, 
have said that although they may allow 
two army units, one mainly Druze and the 
other Christian, to open up the Beirut- 
Damascus highway, they do not want 
even a Druze brigade to move from the 
highway into the heart of the Chouf hills. 

They point out that the Druze units 
earmarked for this brigade have not yet 
been formally assembled. The Druzes 
also insist that "their" brigade should be 
as well armed as the Christian one. These 
military problems can no doubt be 
worked out. More serious is the argument 
of the Druze leader, Mr Walid Jumblatt, 
who is now a cabinet minister, that the 
army must not enter the Chouf until at 
least some of the reforms designed to 
share power more equitably among Leba- 
non's different communities are put into 
effect. Otherwise, he says, his local mili- 
tia would be giving way to a national army 
still under Maronite domination. 

That is no longer entirely true, since 
the army's command structure has been 
reformed. The real trouble is that the 
Druzes have got used to being virtually 
independent of Beirut. This practice con- 
trasts sharply with Mr Jumblatt's profes- 
sions of support for a united Lebanon. 
But he is under pressure from young 
Druze militants who are being urged by 
Israeli Druzes not to give up the semi- 
independent status they have achieved. 

The leader of the Shia Moslem commu- 
nity, Mr Nabih Berri, has been support- 
ing Mr Jumblatt, even though he is op- 
posed to cantonisation, because he is 
using the Jumblatt lever to insist on the 
power-sharing reforms that his young 
militants are clamouring for. The central 
government, while committed to the re- 
forms, says that security in Beirut and the 
adjacent areas must come first, because it 
is impossible to discuss reforms with 
shells and rockets flying back and forth. 
Meanwhile there has been another explo- 
sion of murderous faction-fighting in the 
northern port of Tripoli, an area not yet 
even considered for pacification. 

The delay in expanding the govern- 
ment's authority beyond Beirut is most 
unwelcome to the Syrians. President As- 
sad of Syria intervened this week by 
sending a special envoy to Beirut to talk 
to Mr Jumblatt and Mr Berri, and then 
summoning them to Damascus for further 
talks. A summit meeting between the 
Syrian and Lebanese presidents is likely 
to take place very soon. On previous 
occasions Mr Jumblatt and Mr Berri 
have, however reluctantly, usually given 
way to Syria's wishes. So there is a fair 
chance that the Druze brigade may be 
deployed into the Chouf in the coming 
week. If it does not happen, the whole 
unification process will not just mark 
time: it could start sliding backwards. 
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One step forward 


FROM OUR ISRAEL CORRESPONDENT 


The leader of Israel's Labour party, Mr 
Shimon Peres, is a nose ahead in the 
month-long post-election struggle to see 


. who will be Israel's next prime minister. 


This week he outmanoeuvred his rival, 
the outgoing Likud prime minister, Mr 
Yitzhak Shamir, by scooping up all three 
of the still uncommitted parties who made 
it to the Knesset on July 23rd. He per- 
suaded Mr Ezer Weizman, once an archi- 
tect of the Likud alliance, to jump over to 


_ Labour with his three Yahad (Together) 


seats. With Mr Weizman came two single- 
seat parties, Mr Yigael Hurvitz's Ometz 


— (Courage) and Mr Aharon Abuhatzeira's 


Tami. 
In return, Mr Weizman has been of- 


fered either the foreign affairs or the 


treasury job in a Peres cabinet, and a 


second cabinet post for his party. To 


cover himself against future desertions by 


` voters who might feel cheated— 0 


ran on a "third-force" platform—he re- 
ceived a promise of three safe seats on the 


` Labour list for the next election. This 


amounts to a depth of involvement by 


— Yahad that surprised Mr Weizman's vot- 


ers as much as Likud's. 

This pact between the Labour party 
and a former leading light of Likud oc- 
curred when talks between Likud and 
Labour on a possible national unity gov- 
ernment had seemed to be going fairly 
well. Now Labour may conceivably be 


able to form a centre-left government 
— without Likud. Its five new allies, added 


` to its own 44 seats and some existing 





small-party supporters, command 45 


‘seats in the Knesset. Although this is still 
well short of a 61-seat majority, Mr Peres 


can with confidence ask the president on 





"pt 


August 26th for a second 21-day period to 
try to form a government. 

Where could the difference between 
his present 55 seats and the necessary 60- 
plus come from? At one end of the 
spectrum, Mr Peres might accept the 
support of the communist Hadash party 
(four seats) and the mixed Arab-Jewish 
Progressives (two seats), without giving 
them a place in the government. Alterna- 
tively, he might hope to poach away from 
Likud's camp some supporters of the 
religious parties which have been in coali- 
tion with Likud (the religious groups in 
Israel include some famous waverers) or 
just possibly, some disgruntled members 
of the Liberal wing of Likud. The one 
certainty is that he won't get both; and he 
may not get either. 


Nicaragua 
| et'S co-ordinate 


The Sandinists are unwilling to take no 
for an answer. The arm-wrestling be- 
tween the Nicaraguan government and 
opposition about the ground rules for 
Nicaragua's November election is con- 
tinuing, to most people's surprise. The 
main opposition alliance, the Democratic 
Co-ordinator, has refused to register it- 
self or its presidential candidate, Mr Ar- 
turo Cruz, unless a number of guarantees 
are secured. The ruling Sandinists have 
repeatedly postponed the deadline for 
registration. 

On August 15th the three-party Co- 
ordinator announced that it had dropped 
its main condition, that the government 
talk to the leaders of Nicaragua's Ameri- 
can-backed contra guerrillas: one of those 
leaders, Mr Adolfo Calero, had just de- 
clared that he had no wish to talk to the 
Sandinists. Mr Cruz then said that he 
would probably return from Washington 
to Managua at the end of the month. The 
Sandinists, for their part, said they would 
not take action against the three parties 
even though, being unregistered, they are 
formally illegal. 

The Sandinists have now met several of 
the opposition conditions but two impor- 
tant ones remain. Co-ordinator wants a 
pledge that the new government elected 
in November will have real power (the 
present government plays second fiddle 
to the nine-man Sandinist directorate). 
The opposition also wants a promise that 
the Sandinists will not exploit govern- 
ment machinery in their election 
campaign. 

The value of Sandinist guarantees has 
yet to be tested. The comandante who 
will be supervising the electoral process, 
Bayardo Arce, has referred to the elec- 
tion as "bothersome". Comandante Dan- 





iel Ortega, a senior member of the San- 
dinist junta and its presidential candidate. 
promptly disowned Mr Arce's description 
but admitted that the junta was divided 
about the election. | 

Nicaragua's election plans are now on 
the agenda of the talks between President 
Reagan's special envoy, Mr Harry 
Schlaudeman, and the Nicaraguan deputy 
foreign minister, Mr Victor Tinoco, 
which were resumed on August [5th. 
Until this session, the Nicaraguans had 
been refusing to include internal politics 
among the "substantive issues" to be 
discussed. Now that this roadblock has 
been cleared, it is just possible that the 
two sides can do a deal in which the 
Reagan administration would drop its 
support for the contras in exchange for a 
Sandinist promise to stop helping El Sal- 
vador's guerrillas, and to hold relative'* 
free elections. 

But another potential obstacle is going 
up at Punta Huete, just north of Managua 
in the form of an air base big enough to 
take bombers as well as Soviet Mig-21 
fighters. Nicaraguan pilots are being 
trained on Migs in Bulgaria. On August 
17th a state department spokesman reit- 
erated that the arrival of Migs in Nicara- 
gua would seriously alter the balance of 
power in Central America. 


Chile 
Muddlers don't win 


Chile now has a political slump as well as 
an economic one. Monthly “days of pro- 
test" by the democratic opposition to 
President Augusto Pinochet are petering 
out, though another one is tentatively 
planned for September 4th. Leaders 
the new opposition coalition, the Dem 
cratic Alliance, are bickering. And the 
president claims that, after nearly 11 
years in power, Chile is still sick and in 
need of his nursing services. 

The opposition has left-wing and cen- 
tre-right strands. The left-wing strand 
believes that Chile's salvation lies in a 
centre-left alliance, including the late 
President Salvador Allende's Socialists 
and the Communists. The centre-right 
strand wants to offer the armed forces 
and the business establishment an accept- 
able middle-of-the-road democratic alter- 
native to General Pinochet. 

The opposition's, and the country's, 
biggest party is the Christian Democrats, 
which under President Eduardo Frei in 
1964-1970 gave Chile its last taste of 
steady economic growth in an open soci- 
ety. It, too, is divided. On the left are Mr 
Gabriel Valdes, the party president, and 
Mr Radomiro Tomic, who advised his 
supporters to back Allende's Socialist- 
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Communist coalition in 1970. In the cen- 
tre are the party's previous president, Mr 
Andres Zaldivar, who is regarded as Mr 
Frei’s heir, Mr Patricio Aylwin and Mr 
Juan Hamilton. 

General Pinochet's cautiously demo- 
cratic friends in the conservative National 
party would like to see an elected con- 
gress before 1989. But they fear that if 
they join the opposition alliance, they 
might be absorbed by the Christian Dem- 
ocrats. So they are trying to form their 
own right-wing alliance. 

While the politicians chatter, General 
Pinochet purrs. At a news conference on 
August 16th, he claimed that the “transi- 
tion" to democracy was continuing. But 
he gave little sign that it would be com- 
pleted before the end of his presidential 


erm in 1989. The general said there was 


‘a possibility” that a plebiscite might be 
held to alter the constitution “in two, 
three or four years" to advance the date 
of a congressional election. Meanwhile, 
he would not hand over power until he 
was convinced that there would be “no 
return to the past”. 


Refugees from Vietnam 


The bleeding cant 
be stopped 


FROM OUR BANGKOK CORRESPONDENT 


After dozens of passing ships had ignored 
their distress signals, 68 Vietnamese qui- 
etly died of starvation not long ago on a 
small boat floundering in the South China 
Sea. The story made no headlines: there 
is a phenomenon that might be called 
compassion fatigue. Yet nine years after 
the communist takeovers of Indochina, 
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tens of thousands of Vietnamese are still 
fleeing their country every year in ram- 
shackle boats, and many are still paying 
with their lives. Sea captains prefer to 
ignore an SOS rather than risk the ex- 
pense and the delays involved in deposit- 
ing rescued boat people on refugee-resis- 
tant shores. 

Those whosurvivestorms and starvation 
are left as prey for the Thai fishermen who 
moonlight as pirates in the Gulf of Thai- 
land. The rate of pirate attacks is dropping 
somewhat, along with the number of 
refugees—"'only" 47% of the boats were 
attacked up to June this year, compared 
with 58% in the first six months of last year. 
Rapes and abductions have also declined 
slightly, though the murder rate is up. 

Thailand's tiny pirate-chasing force, 
consisting of three patrol boats, four fishing 
boats and a couple of aircraft, is credited 
with having had some deterrent effect. So 
the $3.6m internationally financed anti- 
piracy programme has been formally ex- 
tended for another year. But since the 
programme was launched two years ago. 
only four Thais have been convicted of 
piracy. Cynics note that they were sen- 
tenced on the eve of a visit to Washington 
by Thailand's prime minister. 

Thais have responded to foreign criti- 
cism of their feeble pirate-catching effort 
with chauvinistic defensiveness. A Thai 
navy pamphlet, released at the ceremony 
marking the renewal of the anti-piracy 
drive, noted that “it is logical to say that 
these boat people have caused the acts of 
piracy". This week the head of Thailand's 
national security council said that many of 
the attacks on refugees were carried out 
by other Vietnamese. Ordinary Thais, 
bred on deep-rooted racial enmities, feel 
little sympathy for Vietnamese, any Viet- 
namese, even if he is fleeing a regime 
which the Thais also detest as a threat to 
their national security. 

This year, for the first time, as many 
people are leaving Vietnam legally as 
escaping by boat. Under a so-called or- 
derly departure programme, the United 
Nations expects to fly out some 28,000 
people to Bangkok and beyond. Another 
half million people in Vietnam have 
lodged applications for resettlement in 
the United States. But some of them will 
continue to take their chances at sea 
because they cannot get exit permits. This 
category includes former employees of 
the Americans and people sentenced to 
“re-education” since North Vietnam took 
over the south in 1975. Ethnic Chinese 
get preference for exit visas because many 
Chinese still have the money to pay the 
necessary bribes. 

Vietnamese are now the smallest group 
of refugees in Thailand: only 6,700 re- 
main in Thai camps, compared with 
47,000 Khmers and/72,000 Laotians. Al- 
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though the resettlement of Indochinese in 
the west has slowed down in recent years, 
it nevertheless greatly exceeds the num- 
ber of new arrivals and births (Thailand 
lost 43,000 refugees and gained 13.000 
last year). But Thai officials are alarmed 
that Laotians are starting to cross the 
border again. Some 52.000 of the Lao- 
tians in Thailand are hill tribesmen who 
refuse to go to the west, by order of their 
former commander, Vang Pao, who lives 
comfortably in Montana. The number of 
Khmers in Thai camps has halved in the 
past three years but the continuing con- 
flict inside Kampuchea seems certain to 
drive more and more Kampucheans to 
seek sanctuary and food. 

The UN reckons that 1,074,000 people 
have fled from Indochina since 1975, of 
whom 912,600 have been resettled in the 
west, 60% of them in the United States. 
Add the 260,000 ethnic Chinese who fled 
from Vietnam to China, the 130,000 Viet- 
namese picked up by the Americans in 
the last days of Saigon, the 60,000 Viet- 
namese who have emigrated under the 
UN programme—plus the unknown but 
high proportion of boat people who sim- 
ply drowned (a third in the bad days?)— 
and the total outpouring from Indochina 
swells to getting on for 2m. 


Singapore 
President Lee? 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


Singapore is rich. It has known gold and 
dollar reserves of $9.2 billion, and billions 
more that are a state secret. But suppos- 
ing some spendthrift prime minister were 
one day to come to power, prepared to 
spend and spend the hard-earned wealth 
bequeathed to him by the canny Mr Lee 
Kuan Yew and his government? This is a 
thought that nags Mr Lee. Families of 
overseas Chinese often go from rags to 
riches—and back again—in two genera- 
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/ The girls. fim Wujing are » just simple. ^f 
peasants. But they are earning more u 
than £600 a year, which is a fortune in - 
China. This is why young bloods from 
. nearby Shanghai are queueing up to ask bi 

. matchmakers for introductions to Wuj- et 
“ing maidens. ۳ 
. ` Wujing used to be an impoverished 

place where people lived hand-to-mouth 

. and from which young women seized any 

opportunity to flee in order to improve 
their lot—mainly by marrying more 
prosperous men. But now that China is 
encouraging peasants to get rich by sell- 
ing their surplus produce, the 3,000 in- 
habitants of Wujing have been raking in 
the profits: they recently shared out a 
bonus of £300,000. So the girls are not 
yearning to leave any more. But the pes : Wc 
money they earn is not m them eight 
more liberated. sidered an attraction: 80. ean a pou ۱ 
The point is that the same “responsi- office job. earl tod polite I ortho- 
bility system” which has allowed people cation: Pe 
to get rich is also binding them more 
tightly to the traditional family. The 
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to 51%. The hope rests on the iu 
large number of people who are still 
undecided. Because the prime minister, 
Mr John Turner, called a midsummer 
election within a few days of taking over 
the office from Mr Pierre Trudeau, many 
Canadians gave the first half of the cam- 
paign less attention than their own holi- 
days or the Olympics. This is the Liberals’ 
argument, anyway—from which it follows 
that the campaign's last week or so could 
be decisive. 
Mr Turner has replaced his original 
campaign manager with Senator Keith 
Davey, the tactician who guided Mr Tru- 
deau to several victories. Instead of keep- 
ing out of fights and simply asking for 
votes on the basis of his own record as à 
former finance minister, he has taken to 
accusing the Conservatives’ leader, Mr 
Brian Mulroney, of dishonestly making a 
lot of promises and concealing their price 
tags. However, the more aggressive tac- 
tics designed by Senator Davey require 
both time to develop and a good delivery 
of the necessary cutting lines. Mr Turner 
is not the man to make them work. 
As things now stand, the Conservatives — there : 
have reason to expect a gain of about 50 _ share 
seats, which would give them a clear faller 
majority in the 282-seat house of com- 
mons. Reporters consistently describe the 
Mulroney campaign as moving across hav 
Canada "with machine-like precision", . t 
which is a tribute to the year-long organi- .. « 


that had made him a. skilled — * 
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If you trade silver, gold, or currency options, call your broker 
nght now. Demand a quote of the new commissions of the 
European Options Exchange. 

You are going to be pleasantly surprised. In fact, what you 
learn about our new commissions may give you a powertul reason 
to trade on our lively and fast-growing exchange. 

Some more facts you should End: our exchange 1s loca- 
ted in Amsterdam. Right now. it offers you access to options 
trading 16 hours a day. e on you will be able to trade around the 
clock ی‎ the world. 

You can trade or hedge in gold, silver or in dollar/guilder, 
sterling/dollar, dollar/ deutschmark. 

Whether your objective 1s to protect your company’s expo- 
sure to international currency risks or simply 
to prohit as an individual trader, the European 
Options Exchange could be for you. OPTI NS 

We ask you to telephone your broker 
and inquire about our new commissions. EXCHANGE 





European Options Exchange. Dam 21. 1012 JS Amsterdam. Telephone 020-2627 21, ext. 212. Telex 13473. 
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AMERICAN SURVEY 





Republicans veer to 
the right of Reagan 


If the Republicans were correct at their 
national convention in Dallas, the Demo- 
crats might just as well throw in the towel 
now. The polls show their candidate, Mr 
Walter Mondale, falling far behind Presi- 

ent Reagan. The White House is re- 
markably bullish about prospects in the 
November election. And what went on at 
the Republican convention this week as it 
triumphantly nominated Mr Reagan to 
serve a second term will have given the 
Democrats fresh qualms about the wis- 
dom of sticking with liberalism. The Dal- 
las meeting dramatised America’s politi- 
cal shift to the right. 

The Texas city seemed an appropriate 
setting for the lassooing of the Republi- 
can spirit by the party’s staunchest con- 
servatives. It is the most Republican 
metropolis in America. It stands in the 
middle of the sun belt, the land of eco- 
nomic opportunity and self-advancement 
whose conservative values have come to 
shape the modern Republican party’s 
philosophy as persuasively as the eastern 
business establishment's once did. 

In crowning Mr Reagan and saluting 
۳ considerable achievements, the con- 

ention did its job. Yet emotions on the 
floor in Dallas never matched the tem- 
perature outside, which stayed around 
100 degrees or so for most of the week. 
The Republicans, delighted with the eco- 
nomic boom and the surge in national 
confidence, had many things to crow 
about. Oratory was not among them. 

The convention’s early starring roles 
went to Mrs Jeane Kirkpatrick, Mr Rea- 
gan's favourite hawk, who remains a 
nominal Democrat while serving as his 
ambassador to the United Nations, and to 
Mrs Katherine Ortega, an obscure official 
whose name appears on dollar bills. They 
could not have been chosen for their way 
with words. Mrs Ortega, a hispanic in- 
Stalled as United States treasurer last 
year, was evidently picked to deliver the 
keynote address because the White 
House thought she might make up some 
of Mr Reagan's lost ground with women 
and minorities. Compared with the Dem- 
ocratic convention, the Republican ver- 
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sion was conspicuously white and afflu- 
ent, though 47% of the 2,235 delegates 
were women. 

The writing of the Republican platform 
reflected the convention's turn to the 
right. It is a fairly radical shift. The 1984 
platform is mainly the work of hardline 
conservatives, with New York's Repre- 
sentative Jack Kemp prominent among 
them. His is the inflexible voice on tax 
policy. There is much input from the 
"new right", ultra-conservatives like 
North Carolina's Senator Jesse Helms 
who are eager to impose their social 
agenda. This group has powerful support 
from religious fundamentalists, including 
the Rev. Jerry Falwell of the Moral 
Majority, who were constantly active at 
the convention. Republican moderates, 
who until recently had the main say, 
failed to make any appreciable impact. 
They were pushed aside. Aware that they 
represented the feelings of probably no 
more than 25% of the convention dele- 
gates, they did not have the heart to put 
up much of a fight. 

The result is the most right-wing Re- 
publican platform to be written and 
adopted (there was no resistance when it 
came to a floor vote on Tuesday) since 
Senator Barry Goldwater of Arizona cap- 
tured the party's presidential nomination 
20 years ago. Even the White House 


Happy days are here again—and again 


0 ^ 





seems perturbed that it will restrict the — 


conservative president's room for ma- 
noeuvre. Its strictures include: 
@ Rejection of a tax increase as a meth- 


od of reducing the vast federal budget - 


deficit. 


@ Support for a flat-rate income tax _ 


covering rich and poor indiscriminately — 
(this would supplant the traditional grad- — 
uated system which requires the rich to — 


pay proportionately more). 


@ A ban on abortion with the implication 1 


that judges should oppose abortion as a- 


condition of appointment. 


6 Implicit rejection of the equal rights - 


amendment (which is studiously ignored 


in the platform). Equal pay for compara- 
ble work, another principle dear to femi- 


nists, is also rejected. 


@ A commitment to keep America mili- | 


tarily more powerful than the Soviet 


Union (this goes beyond the equivalent- - j 


strength doctrine which the Reagan ad- 


ministration has apparently embraced - 


even during the current arms build-up). 


The platform is meant to serve as the — 


Republican campaign bible in the months 


ahead, both for Mr Reagan and for the — 
party's congressional candidates. Its im- ` 
portance can be exaggerated. “That plat- _ 


form will last as long as it takes us to 
pack", scoffed Senator Robert Dole, the 


Kansan who has made no secret of his - 


belief in the need for a tax increase next 
- : z وپ‎ 
year. Perhaps so. But this time the impor-  - 


tance of the platform lay not in its individ- 
ual decrees but in the philosophical 


course it maps out. 


The obvious discomfort of the Republi- — 


can party's shrinking liberal-moderate _ 


wing suggested that the hard right has | 
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| was the self-same comment which sank 
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` brought off quite a coup. If there were 
. doubts about it, they were dispelled by 


Mr Goldwater himself, who is still an 
active senate member. “Let me remind 
you”, he told the convention, “extremism 
in the defence of liberty is no vice." This 


the party's presidential hopes 20 years 


` ago. This time he was cheered and not, it 


Seemed, simply for his nerve. 
. Mr Reagan's popularity is such a per- 


_ Sonal phenomenon that it can hardly be 


ffected by his party's antics. Not so long 
ago, he was considered an insurgent right- 
winger. Now he seems to be in the 
Republican mainstream. As he arrived in 
"Dallas to accept his renomination on 
_Thursday—an event preceded by a senti- 
mental eye-moistener of a film on his life 


| Characters in search ofa city. 


There is no logical reason for the exis- 


tence of Dallas, a cow town without 


cows, an oil town without oil. Unlike 
Atlanta, its great rival in the south-east, 
it offered its nineteenth-century settlers 
no refuge from the heat, and no railways 
met here to make it a transport centre: 
they were paid to come. 

So, in a manner of speaking, were the 


Republicans a century later. As soon as 
President Reagan let it be known, in 


1982, that he wanted the next Republi- 


can convention to be held in Dallas, the 


local tycoons were offering enticements. 
The city council is non-partisan and said 
it could offer no money directly, so a 
group of 32 businessmen, mostly but not 
all Republicans, were brought together 
by Mr Trammell Crow, a developer, to 
help. Their fund has contributed $3.9m 
towards the convention's total cost of 
$15.7m (when it was discovered that tlre 
fund had not quite reached its target, 100 
local bigwigs came together to raise 
money: 000 in an hour). 

This is the Dallas way. The town is run 
by businessmen, whose corpulent 
breasts are as swollen by civic pride as by 
bulging pocket-books. Until the 1970s 
their control was complete. The Citizens 
Council, a group of 250 local moneybags 
founded in 1937, picked candidates, set 
priorities and generally decided what 


should be done. The task of executing it 


was left to the city manager, a 
professional. 

Dallas still has a city manager—it is 
the biggest city in the country to employ 
one—and the Citizens Council still exer- 
cises great influence. But the city council 
is no longer handpicked; among its 11 
members are two blacks and two or three 
others who are not straightforwardly 
conservative. Even the current mayor, 
Mr Starke Taylor, though, like his pre- 
decessors, rich and blessed by the busi- 
ness leaders, has shown his indepen- 


and accomplishments—all the leading 
opinion polls put him from 12-20% ahead 
of Mr Mondale. Angst in the Mondale 
camp over the tax tangles of Mrs Geral- 
dine Ferraro could widen the gap. 

White House election strategists say 
the president is all set to add the once- 
Democratic south to his rock-solid base in 
the west. Their private polls show Mr 
Reagan leading by 28% in Texas, which 
both sides recognise they need to win. 
Georgia is said to be pro-Reagan by a 
similarly large margin, despite Mr Mon- 
dale's links with that famous Georgian, 
ex-President Carter. “There's not a state 
in the south where we do not have a good 
lead", says Mr Lee Atwater, a Reagan 
campaign director. Even in the north-east 


and midwest, where Democratic strength 


dence. One of his main concerns is the 
development of south Dallas, where 
most of the city's blacks live. 

Paternalistic or not, Dallas's govern- 
ment is effective. Unemployment is 
about 4% (20% in south Dallas) and 
signs of growth abound: the city was 
second only to Los Angeles in building 
last year; housing starts, though down 
this year, are still second only to those in 
Phoenix; and hotels and offices are going 
up on all horizons, particularly in rich 
and ritzy north Dallas. The city recently 
lowered property taxes by 4% while 
expanding the budget by 9%. 

The bases of Dallas's prosperity are 
the staid activities of banking and insur- 
ance, yet the town's most prominent 
tycoons are far from characterless. Mr 
Crow, for instance, whose $8.3 billion 
empire makes him the biggest property 
developer in the country, is short on 
Texan braggadocio but long on self- 
deprecating humour. Mr Ross Perot, a 
computer-services billionaire, is perhaps 
the only Texan who could attack college 
football and get away with it (his fear- 


is concentrated, Mr Reagan is pictured as 


, holding his own with blue collar and 


Catholic support. 

While nobody presumed to share the 
limelight with Mr Reagan in Dallas, one 
off-Broadway show attracted attention. 
On stage, gesturing unobtrusively, were 
the men eager to fill his shoes in 1988. In 
this line-up, the conservative mood re- 
flected by the platform probably helped 
Mr Kemp, a one-time professional foot- 
baller who has taken to calling his brand 
of politics conservative populism. Con- 
versely, Vice-President Bush, Senator 
Dole and Senator Howard Baker, the 
able Tennessean who has long served as 
Republican leader in the senate, found 
themselves marking time on stage. This 
was no festival for moderates. 


lessness had already been proved by an 
equally successful recovery mission in 
Iran). Miss Mary Kay Ash, whose Mary 
Kay Cosmetics held a convention two 
weeks ago that brought several thousand 
more people to Dallas than the Republi- 
cans have attracted this week, carries a 
mink-covered Bible and rewards her 
staff with pink Cadillacs. Mr Nelson 
Bunker Hunt, another local billionaire, 
Is as egregious in his political views as in 
his silver speculation: his $1,000-a-plate 
fund-raising party on August 21st for 
Nicpac, the National Conservative Polit- 
ical Action Committee, was one of the 
most talked-about at the convention. 

The originality of figures such as these 
is not entirely reflected in the city at 
large. In its efforts to be neat and clean, 
it has bulldozed most of its older build- 
ings (some remarkable Art Deco ones 
survive in the state-fair park) and it is 
now bent on becoming sophisticated and 
"international". It has opened a fine 
museum of arts and is determined to 
promote high culture. But the culture 
that is really appreciated is the culture of 
money. Those who can buy art are more 
honoured in Dallas than those who can 
create it. 

The Republican convention will cer- 
tainly have brought Dallas some atten- 
tion: more than 13,000 news-hungry 
journalists have been trying to find 
something to write and talk about this 
week, faced with a series of non-events 
in the convention hall. They have report- 
ed on a city that is, on the face of it, 
brimming with self-confidence. Under- 
neath, however, is uncertainty. Dallas is 
uneasy about its two most-visited land- 
marks, the site of President Kennedy's 
assassination and Southfork ranch of 
television fame. It would prefer to 
slough off the images of violence, greed 
and materialism that they conjure up. It 
has not, however, quite decided what to 
put in their place. In its search for 
substitutes it is perhaps handicapped by 
the knowledge that there is, after all, no 
logical reason for the city's existence. 








Fingers crossed 


Geraldine Ferraro 


The trials of a 
junior partner 


WASHINGTON, DC 


Since congress imposed the duty of finan- 
cial disclosure on political candidates in 
1978, Mrs Geraldine Ferraro is the first 
candidate for the presidency or vice presi- 
dency to be the junior partner in her 
family finances. Her husband, Mr John 
Zaccaro, makes the money while she 
pursues a career in politics. In that way 
a affairs differ from those of Mr George 
—ush, Mr Ronald Reagan and Mr Fritz 

ondale; and her problems of financial 
disclosure derive largely from that fact. 
Mrs Ferraro made her disclosure this 
week, faced the press at unusual length 
on Tuesday and acquitted herself with 
credit, 

When she explained the difficulties for 
a wife in separating her affairs totally 
from those of her husband, what she said 
rang true. Bankers did not want to give 
her a loan without her husband's signa- 
ture; other women know about that. She 
retained a share and a position in the 
Zaccaro property-management firm for 
the same reason many spouses have each 
other’s names on their bank accounts—so 
that if one dies, the other can carry things 
on. 
She did not see that arrangement as 
debarring her from claiming exemption 
(on the ground, presumably, of complete 
separateness) from the legal requirement 
on a member of congress to disclose the 
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finances of a spouse. In this she appears 
to have been incorrect. If she fails to be 
elected vice-president and if she then 
should seek and win re-election to con- 
gress (which she cannot do this year), she 
will have a good deal more disclosing to 
do to a congressional committee in the 
future than she has done in the past; 
unless, that is, the law has been changed 
by then. 

The purpose of all this disclosure, as 
the New York Times ponted out on 
August 22nd, is to make the voter aware 
of the potential conflicts of interest. Since 
in Mrs Ferraro’s case there has plainly 
been no intention to frustrate that pur- 
pose, most people are going to consider 
the matter disposed of. The watchdog of 
the house of representatives, the commit- 
tee on standards of official conduct, might 
choose to find fault with her, but it is not 
likely to do so. 

What dragged Mrs Ferraro's family 
finances into the forefront of national 
interest was her promise to publish her 
husband's tax returns without asking him 
first if he minded. The returns them- 
selves, now that they are public, can only 
be called a disappointment: no tricks, no 
fancy loopholes, an ample tax payment by 
each partner on the income disclosed, an 
income indicative of a reasonable 
affluence. 

Mrs Ferraro has had to make a pay- 
ment of arrears of tax because a sale of a 
piece of property which she made in 1978, 
in order to repay her husband's improper 
loan for her campaign costs, brought in a 
capital gain which her accountant over- 
looked. No disgrace there. 

A worldly person might observe that if 
a couple admitting to net capital assets of 
$3.78m can only scrape up a joint gross 
income of $175,000 or so a year (of which 
about 40% went in federal, state and city 
income taxes), then they would both have 
been better off if neither had done any 
work at all. The accounts and balance 
sheets of Mr Zaccaro's property enter- 
prises and partnerships, however, are not 
in his disclosure, which is confined to his 
personal income. 

He, for his part, has been getting 
questions from a New York state judge 
about borrowing from the estate of an 
incompetent person of which he had been 
appointed conservator. Nobody stole 
anything; the loans were openly recorded 
and promptly repaid with excellent inter- 
est. The upshot may be a new court rule 
which might have been thought of long 
ago. 

A window briefly opened has given the 
public a glimpse of the discreet charm of 
the bourgeoisie. Soon it will close again. 
The Mondale-Ferraro campaign has lost 
some precious time, but it has escaped 
derailment. 
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The DeLorean case 


Entrappers trapped 


WASHINGTON. DC 





There was nothing ordinary about the 
trial of Mr John DeLorean, the former 
carmaker, on federal drug conspiracy 
charges. It lasted five months and cost an 
estimated $1m, and it turned into a real- 
life soap opera that competed with the 
Olympics for the attention of Los Ange- 
les. When it was over, the jury, which had 
deliberated for 28 hours over seven days, 
not only acquitted Mr DeLorean on all 
counts but also asked the federal judge 
who had presided over the case to send a 
message to the justice department, com- 
plaining that it is wrong for the govern- 
ment to set up citizens to commit crimes. 

The American public—and much of 
the world—have been closely following 
the tribulations of Mr DeLorean for the 
past 22 months, ever since he was arrest- 
ed on the strength of videotapes that 
showed him discussing the sale of millions 
of dollars worth of cocaine with under- 
cover drug agents. Undoubtedly he and 
his actress wife, Mrs Christina DeLorean, 
will remain in the limelight as he faces 
private lawsuits and another possible fed- 
eral prosecution in Detroit and as she 
goes to work as a television talk-show 
host. But the main effect of his acquittal 
will probably be to revive the public 
argument over whether law enforcement 
agencies, including the Federal Bureau of 
Investigation, have gone too far and used 
improper tactics in their fight against 
drug-trafficking and white-collar crime. 
The question is whether criminals are 
being discovered or created. 

Debates over entrapment are a long- 
standing feature of western jurispru- 
dence. When local police departments 
leave out bait for a bicycle thief and then 
pounce on him when he takes it, they are 
in effect encouraging the commission of a 
crime in order to solve others. It is when 
the same device in more elaborate form is 
applied to public officials or other promi- 
nent figures that the controversy 
blossoms. 

The seven former congressmen who . 
were convicted as a result of the 1980 
"Abscam" operation (in which FBI 
agents posed as wealthy Arab business- 
men and offered bribes), along with sev- 
eral others who were acquitted or never 
charged, still insist that they were induced 
by government agents to commit crimes 
that they would never have considered 
committing otherwise. But the prosecu- 
tors and investigators in those and other 
cases say that without sophisticated new 
methods that often involve subterfuge, 
sophisticated lawbreakers cannot be 
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an as he stood betote à a suitcase full of 
the drug, toasting the success of an effort 
0 sell it. The trouble was that both the 
ocaine and the champagne, not to men- 
ion the middlemen in the deal, were 
۱۲0۷۱06۵ by government agents. Some of 
e jurors apparently believed that Mr 
eLorean had broken the law and would 
lave voted to convict him were it not for 
he government entrapment. So con- 
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he government had misbehaved that 
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after his ran out. They believed the 
a sympathetic jury. 

Will the verdict in this widely publi- 
cised trial actually have an effect on the 
behaviour of investigators and prosecu- 
tors in the future? Law professors and 
legal commentators think it might, espe- 
cially in cases involving private citizens 
rather than public officials (who tend to 
be held to a higher standard). But Mr 
William French Smith, the attorney-gen- 
eral, denied any such result. “Undercov- 
er operations are one of the most effec- 
tive and successful investigative tools 
available today in the war against organ- 
ised crime, drug-trafficking, bribery, and 
public corruption", he said. "In many 
cases, it 15 the only method of combating 
these evils." 
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at the top end of the market. | 
The industry's present problems are of 
a relative kind. Basically it is still a 


cheerful scene, but the past three years J 
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Going to law 
Something needs: tò be 
done. The search for a 
co-ordinated remedy 
< has taken two forms. 
` . The Wine Institute, a 
-o vintners organisation 
- formed 60 years ago to. 
lead the industry out of 
the wreckage of the 
Prohibition era, ۳۳ congress last 
year asking for a federal law to promote 
equal tariff and non-tariff treatment for. 
American wine in Europe and European. 
wine in America. An i imposing volume of 
congressional support on paper was gath- 
ered for this bill by Mr Tony Coelho, a` 
congressman from the Central Valley « 
California where grapes are Owe i 
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any case congress, now in recess, will 
have no time to pass the bill this year. 

That does not mean the bill is dead. As 
time passes, however, the case itself will 
change. The dollar need not be prohibi- 
tively high, or the European currencies 
ridiculously weak, for ever. One day the 
efforts of the European commission to 
stop the over-production of wine may 
cease to be pathetic, and it will no longer 
be necessary to unload the surplus on the 
United States. 

California, too, has ill-advisedly gone 
into surplus. Reasonable as it is that its 
wine exports should continue to expand 
(the only significant markets being at 
present Canada and Britain), the chief 
outlet for its ebullience is more likely to 
be in North America than overseas, and 
more likely to be practically anywhere 

an in wine-laden western Europe. 


A managed market? 

The other form of rem- 
edy, that of a market- 
ing order, is more like- 
ly to get somewhere. 
Both congress in 
Washington, and the 
state legislature in Cal- 
ifornia, passed bills in 
the depression year of 
1937 to promote and protect the condi- 
tions for producing and marketing partic- 
ular commodities. Many such restrictive 
programmes (on milk, for instance, and 
citrus fruit) flourish still. Now that a 
marketing order for wine-grapes and 
wine has been adopted in California, 
sceptics are inclined to suspect it as the 
thin end of a wedge that will end up with a 
managed market. Its proponents, howev- 
er, and the people who will be directing 

, both disclaim any such intention, and 

oint out correctly that the order as 
adopted permits no such thing. 

The impetus for this new quango came 
from the grape-growers, whose situation 
is naturally more hazardous than that of 
the vintners who buy their fruit. When 
some of the leading vintners urged that 
the wineries should join with the growers 
to form a joint authority, a split opened 
up in the wine industry. Some of the 
opposition reflected sheer individualism, 
some the natural disinclination of a few 
big wineries that belong to multinational 
wine and spirit groups to commit them- 
selves and their money to a purely local 
cause. Almaden Vineyards, for instance, 
is a branch of National Distillers; the 
permitted assessment of 1% of turnover 
might cost it as much as $400,000 a year, 
to be spent perhaps not entirely in its own 
interests. Almaden, together with anoth- 
er vigorous opponent, Heublein (owner 
of Inglenook and other wineries, and 
itself a subsidiary of R. J. Reynolds) was 
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Now to tap the consumer 


in court in San Francisco on August 16th 
attacking the validity of the ballots of 
growers and vintners by which the new 
quango was approved, and the legality of 
applying it to the coastal counties where 
much of the best wine is made. 

The state government, however, is sat- 
isfied. The members of the “wine and 
grape improvement advisory board" have 
been named, and representatives of the 
dissidents are among them. The new 
board would seem to have many more 
urgent matters before it than going to war 
against European tariffs. Technological- 
ly, the industry is startlingly advanced, 
but there is plenty of genetic and engi- 
neering research still crying to be done. 
This has been the speciality of the end- 
lessly resourceful University of California 
at Davis; the industry, now that it is 
mature, should do more for itself. 

Many of the industry's decisions are 
made in the dark. Many growers, in 
particular, are not big enough to maintain 
intelligence systems of their own. In the 
hearings held by the state over the pro- 
posed marketing order in June a support- 
er, Mr Robert Hartzell, spoke for the 
growers, Some of their hardships, he said, 
came from planting varieties in the 1970s 
which were obsolete by the time the vines 
were bearing. They were given bad advice 
by wineries (generally speaking, the 
strong element in the industry) and fol- 
lowed it to their cost. 

The economic life of a vineyard is 
roughly between 25 and 30 years. But the 
growers "were asked" (Mr Hartzell’s 
phrase) by their customers the vintners to 
plant black grapes at a time when market 
research would have shown that the taste 
of consumers of Californian wine was 


shifting from red wine to white. As a 
result they faced the costly choice of 
pulling up the young vines, or grafting 
white plants on the black roots. 

An even commoner error in the years 


of boom was planting too much of the 


dull, reliable Thompson seedless variety 
because it can serve equally the wine 
industry or the vast raisin industry. A glut 
of Thompson seedless followed. The rai- 
sin trade is overloaded, and there are 
limits to the wineries' capacity to absorb 
uninteresting grapes. Large crops have 
had to be left unharvested. 

While there is room for expansion in 
foreign markets—starting, very likely, 
with Japan, which has just made a modest 
reduction in its enormous import duty on 
wine—the obvious field for market devel- 
opment is the United States itself. Law 
and public policy in the United States 
treat wine, generally, as just booze. The 
21st amendment, which repealed Prohibi- 
tion, put authority over booze in the 
hands of the states. This differentiates the 
booze trade from all other interstate 
commerce, supervision of which the con- 
sitution gave to Washington. 

A dozen states permit the sale of wine 
in government liquor stores only. Others 
keep it out of food shops, or allow it in 
individual groceries but not in the super- 
market chains. Some authorities are pro- 
hibitively tight-fisted with licences. There 
are parts of the country where you cannot 
get wine in a restaurant, and others where 
you cannot buy it within a certain distance 
of a church. 

Grapes and wine exercise a charm 
which draws investors into viticulture and 
viniculture beyond what an economic 
study alone would dictate; at the same 
time, their public acceptance is patchy. 
The average American still drinks about a 
tenth as much wine as the average 
Frenchman; if instead of 2} gallons a year 
he can be got to drink three gallons, still 
less than the average Russian, the indus- 
try will be in clover again. 


New York 
A sorry tale 





NEW YORK 


August is usually a pleasant month in 
New York city: fewer people, less traffic, 
neighbourhood street fairs, free evening 
concerts in Central Park. But those good 
feelings have been spoilt by the news that 
children, most of them from poor homes, 
have been sexually abused at some of the 
city’s publicly financed day-care centres 
by the adults who were supposed to be 
caring for them. 

The cases became headline news when 
the district attorney in the Bronx, perhaps 
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the poorest of New York's five boroughs, 
accused the human resources administra- 
tion (HRA) of interference with his inves- 
tigation into the molestation of the 10 
children. Officials of the HRA, which is 
responsible for operating municipal wel- 
fare programmes, denied interfering or 
covering up, but what they could not deny 
was that the incidents had taken place. 


Mayor Edward Koch asked his depart- 


ment of investigation to determine 
whether the HRA was at fault and, 
though it promptly found that there had 
been no intentional withholding of infor- 
mation, the head of HRA's office of 
special services for children, and then 
HRA’s chief executive, resigned. As re- 


1 ports of abuses steadily mounted the 


Bronx district attorney claimed that there 
are at least 200 cases involving some 60 
children at seven different centres. 
Sociologists suggest that although phys- 
ical beatings are practised at all income 
and educational levels, sexual abuse 
tends to be associated with specific ethnic 
groups. In both areas the HRA’s record 
has been criticised. Last spring it was 
forced to make public a report that 
blamed its social workers for failing to 
intervene in cases of child beatings that 
led to nine deaths. Its attempt to cover up 
in that instance made it vulnerable when 


The other circus 


Grown-ups go to the theatre; circuses 
are for children. So most of us think. The 
Big Apple Circus, a small, non-profit- 
making troupe based in New York, is 
trying to break down this distinction. Its 
founder and ring-master, Mr Paul Bind- 
er, is a business graduate and juggler, 
who is proud that his circus has won 
acceptance, as he puts it "on the art 
world's turf”. 

For several seasons now, the much- 
praised Big Apple Circus has done a 
successful winter run at Lincoln Centre 
in New York. Since 1979, it has received 
$60,000 from the National Endowment 
for the Arts, under its inter-arts pro- 
gramme, à catch-all category for artistic 
hybrids. This summer, the circus is ap- 
plying for a grant under the endow- 
ment's theatre programme. It already 
gets money from New York state bodies 
and from private foundations. 

The Big Apple Circus concentrates on 
acrobatics, aerial acts, juggling and 
mime. It has only a handful of animal 
acts. Unlike many commercial circuses, 
the Big Apple has only one ring. Nobody 
in the audience of 1,600 or so is more 
than 35-40 feet from the spectacle. Per- 
formers wear period costume. There is 
little tinsel or glitter. The designers try to 
give the whole performance a single 
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the new rash of cases came to light. 

The HRA is a giant agency with a 
budget of $4 billion, a staff of 25,000 and 
a bewildering number of programmes, 
from dispensing food stamps to coping 
with the rapid increase in single-parent 
families. Reductions in federal contribu- 
tions have taken a toll on its resources. 
Yet the HRA has not really reduced its 
operations, and its size makes it difficult 
to set priorities, evaluate performance or 
monitor change. It was clearly unable to 
monitor its 385 day-care centres. Instead, 
this task has been contracted out to 
private agencies, mostly from the imme- 
diate community. The Puerto Rican asso- 
ciation for community affairs ran the day- 
care centre where sexual abuses were first 
reported. The HRA had set guidelines for 
employees of the centre, but its supervi- 
sion was lax. 

Belated protective steps are now being 
taken. There will be much more thorough 
‘scrutiny of day-care employees. Visits by 
HRA supervisors will be made three 
times a week instead of three times a 
year. And Mr Koch has made it plain that 
there will be no protection of those em- 
ployees who are suspected of abusing 
children. 

His response has not stopped his politi- 
cal opponents from attacking him over 
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Bring on the clowns 


look, as they would for a stage play. 

The star turn is an aerial display by the 
Flying Goanas, a team of Mexican acro- 
bats. Many of the other acts come from 
Europe, where the Circus Gruss in 
France and the Circus Roncalli in West 
Germany also put on "class" shows. The 
Big Apple is particularly proud of its 
clowns, many of whom were trained at 
its educational arm, the New York 
School of Circus Arts. 

On the West Coast, this new approach 








the failings of the HRA. Apart from 
Governor Cuomo, who never overlooks 
an opportunity to embarrass the mayor, 
Miss Carol Bellamy, the president of the 
city council, and Mr Harrison Golden, 
the city comptroller, blame Mr Koch's 
"anti-poor" attitude for the latest scan- 
dal. Both are thinking of opposing him in 
next year's election. And the Bronx dis- 
trict attorney, who has denied that he will 
seek the Republican nomination for the 
mayoralty, insists that what he has uncov- 
ered is just the tip of the iceberg. 

There is no way of knowing how wide- 
spread the problem is. Despite all the 
headlines, the number of centres said to 
be involved—seven out of 385—is not 
great. Doubts have also been voiced 
about some of the cases that have come to 
light since hard evidence is sparse. A 
report that a former pastor of the United 
Methodist church had abused children. 
vigorously denied by him, is apparently 
unfounded. It is unlikely, though, that the 
number of cases will remain a mystery. 
Already, the city has been served notice 
that it faces claims of over $200m in 
lawsuits brought by parents of allegedly 
abused children. Even if the scandal is 
limited to what has been reported in 
August, it will haunt the city—and the 
mayor—for a long time to come. 


Is represented by the Pickle Family Cir- 
cus, which also gets money from the 
National Endowment for the Arts. It has 
no animals and concentrates on juggling, 
mime and acrobatics, although its repu- 
tation for skill and professionalism is not 
as high as the Big Apple's. In Los 
Angeles, another company is planning to 
put on à "narrative circus", taken from 
the children's stories of Jean de Brunhoff 
about Babar the Elephant. 

The success of these small troupes is 
part of a general revival of interest in the 
circus. But not all fans like the circus-as- 
theatre movement, which grew, logically 
enough, out of the theatre-as-circus ex- 
periments of the 1960s and 1970s. Cir- 
cuses have already been tidied up for 
middle class tastes and modern sensibil- 
ities. Frank Robie, a historian of circuses 
and an official of the Circus Fans of 
America, points out that there are no 
longer sideshows displaying freaks, 
midgets and fat ladies, although these 
can occasionally still be seen at fairs and 
country shows. 

Despite its good notices, non-com- 
mercial little-top circus remains no more 
than a flourishing offshoot. Those who 
like their circuses noisy and garish prefer 
the familiar style of the modern big top. 
This tradition is carried on by the Ring- 
ling Brothers Barnum and Bailey Circus 
(which is this year celebrating the 100th 
anniversary of the five brothers' first 
performance in Baraboo, Wisconsin). 
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SUMMARY OF RESULTS WORLD-WIDE SALES 
her سس‎ 
1984 1983 à 
£m £m ` ۱ 
_ TURNOVER 1,134.1 1,127.2 ۱ Yd 
1 s s 

i TRADING PROFIT 181.6 201.7 
PROFIT BEFORE TAXATION 191.6 209.3 
EARNINGS PER SHARE 35.35p 3829p 
DIVIDENDS PER SHARE 13.65p 13.00p 
Extracts from the Review of Operations in the Annual Report ose degere rr eh anaes 
and Accounts for the year ended 31st March 1984 Y AFRICAN T: 
SALES OF SCOTCH WHISKY nearly all Group brands of Scotch whisky and increased its sales. Although shipments of 
To export markets Pimm' and Hine Cognac. Gordon's to export markets were slightly lower, — 

The continuing effect of the economic there was substantial increase in export sales of 

problems experienced by many of the maj SALES OF WHITE SPIRITS تا ویو یج ی‎ E 
world-wide markets for Scotch whisky led to a Asa result of the re-organisation of existing j 
decline in Group shipments of 10.7%. However, resources, a new White Spirits Division was formed GS E | 
the Group slightly improved its share ofindustry to co-ordinate the production, marketing and sale Group's brands of gin encourages the belief that 
shipments, due to relatively good sales to the of Group brands of gin and vodka. A further there is still further potential for the development — 
USA, performed well rationalisation occurred with the commencement ofthis traditional and versatile spirit. 
and Johnnie Walker Red Label and Black Label, of operations at Tanqueray Gordon's new bottling FOOD GROUP a 


distributed by Somerset Importers, maintained 
their strong positions in the market. 
South America was the trading area most 


seriously affected by factors such as the devaluation 
of local and high 
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by one third. In Japan, sales of White Horse, the 
Group's leading brand, were satisfactory as were 
those of Old Parr. The new brands shipped 
exclusively to the Pie Walker Old armany 
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To the home market 


TO Daring e yens durius reno 
Scotch whisky showed an increase of 5.296, in 
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currencies, import restrictions 
| ^ local taxation and here the Grou 5 trade declined 


complex at Basildon, which will accommodate the 
bottling of Gordon and Booth's Gins and Cossack 
Vodka at a significantly lower cost. 


Demand for gin in the UK showed some 
improvement and the brand leader, Gordon’, 
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Whilst profits did not reach last years record — — 
level, good progress was made ina number of 
trading sectors. The marketing and distribution — — 
activities of the United Yeast continued a 
to expand, with new lines and 
development of sales of frozen food. 


CARBON DIOXIDE 
Profits were again good although a little band 
the improved level of 1982/83. 


OVERSEAS OPERATIONS 
The Group completed the purchase ofthe — 3 

whole of the issued share capital of Somerset — 

Importers Ltd of New York on 16th May 1984. — 

The price paid in cash at completion was 

US$250 million funded by the US$250 million — 

unsecured revolving credit facility froma 3 
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In his Statement the Chairman, Mr. J.M. Connell said: 


trading environment in the 

where we sell our products. We shall 

ourselves to meet the challenges created 

these andi an sare thal ihe connie 

able wealth of talent which exists within the 

Company will, backed by our financial strength, 
us to face the future with confidence.99 — 
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Come on, dear, we're the future 





An extra wrinkle or two on 
the face of Europe 


Babies are going out of fashion in Eu- 
rope. Except for Ireland and Greece, no 
country in the non-communist part of the 
continent is producing enough babies to 
prevent its population falling. In some 
countries, fertility rates have for several 
years been well below the lowest levels 
ever seen in peacetime. 

The phenomenon is not unique to west- 
ern Europe. A dramatic decline in the 
birth-rate has taken place in countries as 
culturally diverse as the United States 
(where the fall in fertility first became 
apparent in 1959-60), Japan (where the 
number of children per woman has 
plunged from 4i after the second world 
war to 1.7 by the end of the 1970s) and 
Australia. There are signs of it in the 
communist part of Europe, too, although 
they are confused by government policies 
to discourage abortion and by lavish fi- 
nancial incentives to potential parents. 

Over the world as a whole, the com- 
mon factor appears to be industrial devel- 
opment. In some countries with racially 
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mixed populations, the fertility rate of 
"western" women is much lower than 
that of women from “third-world” back- 
grounds. Thus there are sharp differences 
between the fertility of the Jewish and 
Arab communities in Israel. between 
Germans and Turks in West Germany, 
between French and Algerians in France. 

The decline in western birth-rates 
seems to be one of a number of striking 
changes in the pattern of family life— 
later marriage. more divorce, more co- 
habitation, more remarriage: all these are 
visible, to some degree or other, right 
across Europe. The economic, political 
and psychological consequences are only 
dimly apparent. The causes are still hotly 
contested. But while the third world still 
grapples with over-population, some Eu- 
ropean countries have entered the age of 
the only child. 


Where have all the babies gone? 
Two distinct trends are emptying Eu- 
rope's nurseries. Women are having their 


children later than they used to; and they 
are settling for smaller families. 
Measuring fertility is fraught with 
traps. In the next few years, the absolute 
number of births may rise, as women 


born in the mid-1960s baby boom become _ 
mothers. But once their families are com- 
pleted, it may be that they will be no — 
larger than they were in the late 1970s. To ` 


look at births in terms of the number of 
children per woman, demographers ex- 
amine what they call the total period 
fertility rate. To measure this. they con- 


struct an imaginary cohort of women who - 


are assumed, over their lifetime. to have 
at each age the birth-rates which are 
recorded for real women in a particular 
year. 

Using this measure, it is clear that à 
sudden change took place in child-bear- 
ing patterns in 1964-65. The 1950s and 
early 1960s were a period when fertility 
was high by recent historical standards. 


Then came the break. The change was _ 


very large in western, northern and cen- 
tral Europe. but more moderate in Italy, 
Portugal and Spain. Sweden was the first 
country where the birth-rate dropped 
below the replacement level of 2.1 chil- 
dren per woman, in 1968, and Sweden 
was closelv followed by Denmark. Fin- 
land, West Germany and Switzerland. 
England and Wales, Belgium and Hol- 
land followed in 1973; France. Norway 


The baby boom busts 


Average number of children per woman 


5-month moving average 


oom Provisional 


1 73 75 





Source: institut National d Etudes Démographiques 
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n 1978, it fell to 1.38 and it has 
ned below 1.6 since 1973. 

Why? First, those smaller families. 

ere has been no rejection of mother- 

vith the exception of West Germa- 

as many women as ever before are 

osing to have at least one child. The 


as summed up by Mr Gérard- 


Xt, director of France's Institut Na- 
Etudes Démographiques; is the 

d. In France, 80% of the decline 

) family size between women 
and these born i in 19503 is due 


amad 1 by 20% d و‎ 


7 and 1980. This makes it harder to com- no 
pare one generation with another. En- 

` glishwomen born in 1946 produced 4 

` children by the age of 30, while the 0 
generation. produced only 1.54. How r 


many of the younger women will go on to. cot 


have more babies i in their thirties? 


Like babies, marriage went through a 
period. of unusual popularity in the 
19506 Like them, its popularity has 
dramatically. declined right across Eu- 
rope, and indéed the industrial world. 
. As with babies, the explanation may lie 


E partly in the huge rise in the ners of | 


women going out to work. 


. Through most of the 1970s, fewer men trei 
and women have been marrying each. a 


year. The decline began in the early 


1970s (earlier in Scandinavia), as people 
put off getting married for longer and p 


longer. 


. on. present — 
ui arters: of those 


Those who postpone marrying often go 


B cohabit instead. There has been, so far as | 


demographers can measure, an extraordi- - T 


it?", you risk an untruthful answer or a 
black eye.) Both before they get married 


and after they get divorced, people are 


much more likely to set up house together 
than even five years ago. In Denmark, one 
in three people in their early twenties are 


cohabiting. In Sweden, almost everybody 


cohabits at some time. In Britain, di- 
vorced women are more likely to be living 
with a man than single women. But the 


older a woman is when she marries. the 


more likely the couple are to have lived 
together first. 

The rise in the age at which people 
marry means that a teenage girl is half as 
likely to be married today as she was at 
the start of the 1970s. That brings Eu- 

. rope back to an older pattern: people 
marry today at the sort of ages at which 
their grandparents, but not their parents, 

tied the knot. 

. Their grandparents married in their 
twenties because they could not afford to 
marry earlier. Most women today proba- 
bly marry late because they can afford 
the economic independence from their 


parents which once only a husband could 


buy. 
Later marriage has not yet stopped the 
astonishing rise in the divorce rate (see 
chart on right). Divorce increased almost 
without interruption during the first half 
of this century; levelled off in the 1950 


‘an d early 19 6s: ind. then, n fter the | و‎ 


| mary rise in the numbers of unmarried. n 
people who live together. (If you send an — tic 
enumerator round to ask, "Doyoucohab- - 


/o in 1971 to over UE: 


rose from just under ; 
17% in 1981. 


There is precious little agreement. on | : 
the causes of the divorce epidemic. One. IX 
‘of the most interesting piece ۱ ar 
‘is by two Americans, Heat 


Isabel Sawhill. They. 


: of families i in 1968 andt oked ES 
up again four years later. They found E 
that the higher the wife's annual income f 


in 1967, the greater the likelihood that - 
the couple would have separated by 


1972. It looks as if a job makes it. lus 
financially possible for women to buy CE 


Ease from an رونت‎ marriage. 


1960s, renewed its rise at an. accelerating s میات‎ 


pace. Nearly everywhere, except in 


¿southern Europe, over a quarter of. mar-- 


a ‘ages now end in divorce: in Swedeit, 2s 








The increase in the late 1970s appeared in 
Switzerland, Austria, West Germany, 
Sweden, France, Holland, Ireland, En- 
gland and Wales. The similarities exist in 
countries with very different cultures: 
Catholic Italy, for instance, has a lower 
fertility rate than Protestant Sweden. 

Not many economists have tried to 
explain the causes of population change. 
There are two main theories. One, devel- 
oped in America by Professor Richard 
Easterlin, is that children are a sort of 
luxury consumer durable. If a young 
couple expect high earnings, they will 
tend to marry younger and to have more 
children. If they are pessimistic about 
their prospects, they will postpone mar- 
riage and have a smaller family. Mr 
Easterlin envisages a population cycle: 


When the workers retire 


Net difference between arrivals in, 
and departures from, the labour force 





Sources: EEC: Economic and Social Committee 


ere generations (like that boni in the 
te 1960s and early 1970s) will enjoy 
greater economic opportunity, and so 
marry earlier and have more children. 

This theory fits the experience of the 
1950s and early 1960s relatively well. It 
looks shakier in the rising affluence of the 
late 1960s and early 1970s. An alternative 
suggestion, put forward in Britain by Mr 
John Ermisch*, is that once a large pro- 
portion of married women expect to be in 
jobs for the rest of their lives, the oppor- 
tunity cost of children increases. After 
1960, women's employment grew much 
faster than that of men in most of the 
main industrial countries. Most of the 
new jobs have been taken by married 
women, more and more of them with 
dependent children. The higher a wom- 
an's earning power, the longer the gap 
between marriage and the birth of the 
first baby. 

This theory also fits some countries 
better than others. In Holland, for exam- 
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ple, women’s participation in the job 
market is two thirds of that in France— 
yet the fertility rate, at 1.4, is one of the 
lowest in Europe. But if the theory 5 
broadly right, future fertility may depend 
on opportunities for women to earn. 

In the late 1970s, in most European 
countries, women's employment suffered 
more than men's. Could that have en- 
couraged some women to have their fam- 
ilies sooner than they would otherwise 
have done, and thus explain the wide- 
spread increase in births at the end of the 
decade? That increase has still not taken 
the countries of Europe back to replace- 
ment rates of fertility. Women's employ- 
ment has begun to recover, generally 
faster than that of men. If women prefer 
having a job to a third child, it is hard to 
see a revival in fertility. 


«An ageing continent 

The surest consequence of falling fertility 
is that the average age of Europe's popu- 
lation will continue to rise, as it has been 
doing for most of this century (see chart 
on previous page). This ageing of the 
population is a purely twentieth century 
phenomenon. The proportion of children 
in Britain's population reached an all- 
time low in 1979 (it will increase as the 
bulge generation's babies are born). But 
it was still higher than in West Germany, 
Austria, Belgium and Sweden. As Mr 
Ermisch points out, the proportions of 
old people in Sweden and of young peo- 
ple in West Germany are respectively the 
highest and lowest ever experienced by 
any country. 

The labour force will also age. Over the 
next 40 years, the proportion of Europe's 
people who are of working age will re- 
main between 50% and 55%. But within 
that total there will be more workers in 
their late forties and fifties—often seen by 
employers as less flexible, less innovative 
and harder to re-train. There will also be 
a rise in the proportion of women. As the 
chart on this page shows, if current trends 
in the job market were to continue, 
departures from the EEC's labour force 
would outstrip new arrivals by the early 
1990s. If women's appetite for work con- 
tinues to grow, that won't happen until 
the next century. 

The proportion of the very old will 
grow niost noticeably. It is the over-75s— 
the group increasing fastest—which needs 
the most expensive care and medical 
attention. And most of them will be 
women, who are less likely than men to 
have occupational pensions to draw on. 
As a group. though, the old will grow 
richer: they will increasingly own their 
own homes, and they will benefit from 
the improvements which have taken place 
in most state pension schemes (to the 
chagrin of other taxpayers). More and 





























` EUROPE E. 
more women will have pension rights of F 
their own. 4 
A continent of older people will be . 
dominated by the spending patterns of 
the old, their electoral preferences, their - 
cultural tastes. Down with discos, up with — E 
gardening centres? Vote for pensions and | 
conservatism, not socialism and schools? 
The psycho-social consequences of de- - 
clining birth rates are hard to forecast. —— 


But they may be what matter most. e 


"The Political Economy of Demographic 
Change. Heinemann, 1983 
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Hitler diaries 


scooped 


FROM OUR BONN CORRESPONDENT 





It was billed as the “journalistic coup of 
the century" but it turned out to be- 
something close to the diddle of the - 
century. The “Hitler diaries" trial opened - 
in Hamburg on August 2151 to a packed | 
house. The three defendants—Mr Kon- - 
rad Kujau, who is accused of forging the _ 
diaries which fooled the experts; his al- 
leged accomplice, Mr Gerd Heidemann; - 
and Mr Kujau's companion, Miss Edith - 
Lieblang—are on trial for fraud. Present. — 
as an injured party at the trial, which - 
could last up to a year, is Stern magazine, _ 
which paid out DM9.3m ($3.2m) last year - 
for 60 volumes of bogus diaries. x 
Mr Heidemann is in the dock as à - 
personification of the pitfalls of cheque d 4 
book journalism. He was a collector of 
Nazi memorabilia, and once owned Her- - 4 
mann Góring's yacht. He was also a star - 
reporter on Stern. Mr Heidemann claims 
he was taken in by Mr Kujau'sstory that — | 
the Führers secret diaries had been _ 


Kujau got the attention he likes 
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Look back with confidence 


FROM OUR BONN CORRESPONDENT 


West Germany, it seems, is no longer 
quite so blank-eyed as it used to be about 
its recent history. Plans to erect a House 
of (West German) History in Bonn have 
been kicking around for almost two 
years. Now the fourth of five volumes of 
the “History of the Federal Republic of 
Germany", produced by a blue-ribbon 
set of scholars, is about to appear on the 
market at blue-ribbon prices. Enough 
West Germans have now accepted that a 
40-year-old can have a history for a 
surprising 20,000 people to have pur- 
chased all five volumes on subscription 
for a tidy $300. 

The editors of the five-volume study 
are cautious with their audience. They 
apologise, in a foreword, for starting 
from the premise that “the Federal Re- 
public has a history”. They probably 
needn't worry. The West Germans’ re- 
jection of history after the Hitler peri- 
od—when history so disastrously be- 
trayed them—began to weaken over a 
decade ago. By the late 1960s, they had 
worked up to a broad sweep of their own 
history from 1400 on, with a respectable 
15,000 purchasers of the glossy six-vol- 
ume “The Crisis of Europe". 

Now the period under the historians’ 
microscope is the trickier post-1945 
years. The chronicler of the first volume 
in the new series, "Years of Occupa- 
tion", was Mr Theodor Eschenburg, a 
contemporary of Konrad Adenauer now 
in his eighties. Volumes two and three 
were the work of Mr Hans-Peter 
Schwarz, who took the story up to 1963 
and the end of the Adenauer era, before 
the Vietnam war changed German views 
of America. The forthcoming volume, 
by Mr Klaus Hildebrand, takes the story 
through the tumultuous late 1960s. The 
final volume, covering the period of the 
Social Democratic-Free Democratic co- 
alition from 1969 to 1982, will be a team 
effort. 

The 1960s, Mr Hildebrand's subject. 
are often dismissed by West Germans as 
a mere transition between the 1950s, the 
years of reconstruction and bourgeois 
muff (meaning a musty smell), and the 
1970s, which are seen as the years of 


aboard an aeroplane that crashed at the 
end of the second world war in what is 
now East Germany. 

The trial was adjourned almost as soon 
as it opened because Mr Heidemann's 
lawyers claim that the garrulous Mr Ku- 
jau has hopelessly prejudiced any chance 
of a fair hearing. Mr Kujau has been 
giving out prison-cell interviews, and rel- 
ishes telling how he fooled such experts as 
Britain's Hugh Trevor-Roper, now Lord 
Dacre. He has also taken to calling Mr 
Heidemann a liar and a Nazi. His bitter- 
ness, it is said, stems from a belief that Mr 


detente and reform. Mr Hildebrand will 
give the 1960s their due, as the time 
when the Christian Democrats learnt to 
live without Adenauer and the Social 
Democrats turned away from class con- 
frontation to become a party that West 
Germany's middle class could vote into 
power. 

At the moment, two schools of 
thought about post-1945 history confront 
each other in West Germany. The first, 
which includes the chancellor, Mr Hel- 
mut Kohl, likes to see the Adenauer 
period as the time when a West German 
sense of identity was established. The 
second is more attached to the later 
years of detente and reform. In the 
volumes covering the Adenauer years 
Mr Schwarz, a political scientist and 
historian sympathetic to Mr Kohl's 
Christian Democratic Union but scrupu- 
lous in his history, helps to bridge the 
gap by arguing that the 1950s were richer 
and more dynamic than many of today’s 
West Germans assume. Popular support 
for the renaissance of democracy, and 
the means of defending it, showed an 
idealism that was far from muff. 

Mr Hans Dietrich Bracher, one of the 
authors of the still-to-be-produced fifth 
volume of the series, says that West 
Germans are not as anti-historical as 
they sometimes like to think. The Wei- 
mar period, he argues, is more alive to 
West Germans today than, say, the gen- 
eral strike of 1926 is to the British or the 
New Deal to the Americans. Mr Bracher 
is not alone in seeing strains of Weimar 
romanticism in the anti-nuclear and envi- 
ronmental movements of the 1980s. 
West Germans cannot really forget their 
history because, as he puts it, “we are 
constantly confronted with at least the 
consequences of our history." 

The new series comes, Mr Bracher 
reckons, at a time when West Germans 
have accepted that the postwar period 
has been relatively successful. Enough 
time has elapsed for historians to be able 
to look back with some sense of detach- 
ment. All of which may help West Ger- 
mans to stop feeling nervous about 
history. 





Heidemann tried to cheat him out of a 
fair cut of the Stern money. 

When the court reconvenes, on August 
28th. the prosecution will be far less 
interested in Mr Heidemann's complaint 
that press coverage has prejudiced the 
trial than in finding out what happened to 
the DM6m of the sum Stern paid out that 
is still unaccounted for. The prosecution 
believes that Mr Heidemann got 
DMI.75m and that Mr Kujau, the assidu- 
ous scribbler, got DM1.5m. The where- 
abouts of the remaining millions is still a 
mystery. 


France 
Burdens of empire 


FROM OUR PARIS CORRESPONDENT 





The French like to tell themselves that 
they still have an empire, but they do not 
always relish the problems that go with it. 
Last month France's disputed heritage in 
the Caribbean was forcibly brought home 
to them by the death of four autonomists 
in Guadeloupe who accidentally blew 
themselves up. On the other side of the 
globe, the French government's efforts to 
give internal autonomy to New Caledonia 
has run foul of the conflicting interests of 
a big native population and a large, long- 
established settler group. In the Indian 
Ocean, France faces an awkward diplo- 
matic tangle over its dependency of. 
Mayotte. At least French Polynesia i 
happy: its internal autonomy bill is going 
through the French parliament with the 
minimum of fuss. 

France has 10 overseas territories, de- 
partments and dependencies. Guade- 
loupe, French Guyana, Martinique, Ré- 
union and Saint-Pierre et Miquelon are 
counted as departments like those in 
metropolitan France. New Caledonia, 
Wallis and Futuna, French Antarctica 
and French Polynesia are territories with 
their own local administration. Mayotte, 
whose 52,000 people are expected to vote 
in a referendum at the end of the vear to 
stay French rather than join the nearby 
Comoro Islands, has the misty status of a 
"territorial collectivity of the republic". 

While Mayotte loves France (to the 


At least the Polynesians are happy 
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Interim Statement 


The Standard Chartered Bank Group profit before taxation for the half year to 30th June, 1984, is ۶۱۱94 million. 


Six months ended 


30th June 1984 


۱ زد‎ owned subsidiaries of the Group as in Ma 
983 -9.5 pence) has been declared for payment on th October. 1984. to sharet 


las the rights issue in May 1983. _ 
older 


mparable period of 1983 and result from a higher effective taxation ch rge 


(unaudited) - Ws 
Six Months ended 


Trading profit of the Bank and it: subsidiaries | 
Share of profits of associated companies 


interest on subordinated loan capita: 
Profit before taxation DUE 
Taxation: . 
The Bank and its subsidiaries (Note 3]- 
Associated companies wer : 
Profit after taxation 
Minority interests " 
Profit before extraordinary items 
Extraordinary items(Note 4) — — 

Profit attributable to members of the Bank 
Dividend 

Profit retained 
Earnings per share {Note 5} 

Dividend per share — 


L 


۱ The principal accounti ng policies are set out o i pages 39 and 
40 of VÉ. med 


the Annual Report 1983. 
2. The charge to the profit of the Bank and its subsidiaries for 
bad and doubtful debts is as follows. 
Six months ended: 30th June 
1984 
*m 
56.4 
14.9 
71.3 


30th lune 
1983 
Em 


3ist Decem ber 
1983 


Specific. 
General 


3 The charge for taxation. which reflects the estimated effective 
rate for the year is based on a U.K. corporation tax rate of 46.25% as 


provided in the Finance Act, 1984. 


30th June 1984 
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4 Asa result of changes provided in the Finance Act 1984. 
the Group provided. in 1983. as an extraordinary item. for an 
increase of £360 million in deferred taxation on United Kingdom —— 
equipment leasing. As announced at the Annual General Meeting ^ 
in May these changes also have an adverse impact on the 
Group tax-variable lease portfolio and a further £ 164 million 
has been set aside as an extraordinary item in the six months to - 
30th lune. 1984. | e | 


| Earnings per share are based upon the profits before 
extraordinary items and the number of shares in issue during the - 
period — 155.5 million. 1983 earnings per share are based on the 
weighted number of shares in issue during the period. following the 
Rights Issue in May 1983 















seople they are addressed to. 


A handful do not.They mis- § 
resent the prod ucts they are 













“Asthe Advertising standards 8 
thorityit isourjobtomake: sure 3 
ese ads are identified, and nope . 3 
WHAT MAKES 


‘AN ADVERTISEMENT 
` MISLEADING? 


Ifa training course had 
ined a 7 stone weakling i 
~ Mr Universe the fact could E 
-.vertised because it can be proved. $ 
ı7 ^ Buta promise to build you 4 
‘into a 15 stone heman would 
< have us flexing our muscles 
. ‘because the promise could not 
. always be kept. 
. ‘Makes you look younger 
` might be a reasonable claim for a 
r cosmetic. 4 
But pledging to take years off - 
your life’ would be an overclaim 
_ akin toa promise of eternal youth. 
` A garden centres claim that 
its seedlings would produce 
tiot of colour in justa few days 
ane be. quite contrary to the 
“Such flowery prose vdd de- 
veto bepulled out by the roots. 
“If a brochure advertised a 
elas being 5 minutes walk to | 
each; it must not require an Olympic 
lete to do it in the time, — 

_As for estate agents, if th phrase’ over: 
king the river’ translated to ‘backing 
to aditch?there would be nothing for it 
ut to show their ad the door. 

: HOW DO WE 

JUDGE THE ADS WE LOOK INTO? 

- Our yardstick is The British Code of 
\dvertising Practice. 

~~ Its 500 rules give advertisers precise 
ractical guidance on what they can and 
2 nnot say. The rules are ealsoa gauge 
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the Indeper dent Broadcasting Authority 
WHY IT’S A TWO-WAY PROCESS 


` Unfortunately some advertisers are. - 


unaware ofthe Code, and breach the rules 
unwittingly. Others forget, bend or 
deliberately ignore the rules. 


That is why we keep a continuous - 
check on advertising. But because of the - 


sheer volume, we cannot monitor every 
advertiser all the time. 


leaflets, posters, circulars posted to you, 
and now commercials on video tapes. 


ouglt the rules dis 


their own interes 


| the ASA and the rules ۱ 
۱ you. can write t to us 

















ng h pt any ad which we | 
have decided contravenes the. : 





o3 Y ae find it mu if 
= impossible to haveitpublished. 





E ` The e Standards 

EE Authority was not created by 

BE law and has no legal powers. 

3 Not unnaturally some 

E people are sceptical about its 
E effectiveness... 

3 In fact, the Advertising - 

HE Standards Authority was set 
¿up by the advertising business 

to make sure the system of self 

control worked. in. the public 

۱ interest. i v 

` ‘For this to be credible, the ` 
ASA has to be totally indepen- 

dent of the business. 

: Neither the chairman nor 
| the majority of ASA council f 

: = members is » allowed | to ) have 
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seeks. to enforce. E 
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. telling us about any advertisements they vds 
think ought not to have appeared. L 


| d sd over 7500 people wrote tous: 


` WHAT DO WE DO TO ADVERTISERS "Bii s 


^WHO DECEIVE THE PUBLIC? 


Our first stepistoaskadvertisers who... -7 










ledonia voted against the bill before 
a has tives reckoned it went too far. Indepen- 


ec ^ enough. The main independence move- 
ment says it will call for a boycott of 
3 x territorial assembly elections due later 
yof the abolition of y in France, : 
bombs went off in od done ; 



















‘ootwork ahead of him. 





economic dependence on the mother 





most part, backward. In Guadeloupe, 
a. sugar production, the island's mainstay, is 
it. a Caribbean equivalent of France's own 
ith ` subsidy-gobbling steel industry. New Cal- 
: a) edonta’ s big mining firm, Le Nickel, has 
had to be bailed out by the state. Marti- 
nique depends on rum and bananas and 
spends five times as much on imports as it 
earns from exports. The latest figures for 
. French Guyana put the import-export 
earnings ratio at 7:1. Anyone still for full 
Hen neces 











1a couke, says armed struggle 
. Will never win Guadeloupe its indepen- 
, dence. Some of his HONE are not so 
sure. 
-. The bill to give autonomy - to New | 
r Caledonia, which the Mitterrand admin- ۰ 
istration has been pushing through parlia- 
ment, has run into stiff opposition. Right- 
wing parties see it as an unwelcome step 
towards giving the Pacific territory full 
self-government under the control of its 
native Melanesian population. Melane- . 
sians make up 44% of the 145,000 
inhabitants. 

Under the plan drawn up by Mr 
Georges Lemoine, secretary of state for 
Overseas departments and territories, 
New Caledonia will get a territorial as- 
eet to run its intemal affairs, balanced 





FROM OUR SWITZERLAND CORRESPONDENT 


One day this will be all yours, my son; 
and it was. On Sunday, August 26th, His 
Serene Highness Franz Josef, ruling 
prince of Liechtenstein, hands over all 
his powers and prerogatives to his eldest 
son, Crown Prince Hans Adam, at a 
pontifical ceremony in the parish uich 
of Vaduz, his capital. Hans Adam inher- 
its 160 square kilometres of the world’s 
most problem-free territory. 

Both the tiny state’s political parties 
are conservative, Catholic and firmly 
behind the monarchy; republican senti- 
ment is practically unknown. The princes 
live simply and discreetly, and their 
presence is excellent for the tourist 
trade. The civil list, which in Britain 
doles out expenses to working royals, 
does not exist. It was only at the insis- 

_tence of the local parliament a few years 
ago that Liechtenstein’s royal family be- 

. gan to accept a token expense allowance 
_of SwFr250,000, or $103,000, a year (the 
Liechtensteiners count in Swiss money). 






























lane in chiefs, and: is meant to per- 
petuate tribal traditions. | 
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family castle above Vaduz up to picture- 
postcard standards. l 
. Most of the rest of the 26,000 Liechen- 
[| steiners are comfortably off too. Al- 
|| though some of them are financially 


ments for setting up an Anstalt, the best- 
known way of taking advantage of Lie- 
| chenstein's tax haven, have been tailored 
|. to the idea of spreading the wealth 
around. There are approximately two 
such foreign-owned companies for each 
inhabitant, and only bona-fide Liechen- 
_ Steiners can be paid administrators. 

| Liechtenstein is a miniature of what 








3- -went to the French parliament. Conserva- 


«dence supporters thought it did not go far 


st Whatever their differences, France’ S.T 
39 fa off lands have one thing in common: 


country. Their economies are, for the 
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That is a lot less than it takes to keep the - 
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Switzerland might have: 

Tell and his ilk had not got 
Habsburg presence 700 
day, Liechtenstein loo 


only embassy abroad i in the » 
Berne; the Swiss foreign: Of 













uses the Swiss postal. syste das we 
Swiss money, though it issues. its k 5 0 
stamps. It has banking secrecy laws: 
tighter than those of the Swiss. ^. 
The one thorn in this political t 
roses was removed this spring w 
after four unsuccesful tries, the women 
of Liechtenstein were granted | 
to vote by their menfolk. Since poli 
a national passion, the next top 
discussion at the chief café in Va 
where -both parties have their d 
Stamm will probably be whether or 
to join the United Nations. Princ 
Adam caused a minor storm by ar 
ing last week that Liechtenstein mi 
apply for UN. membership oni 
rather than waiting for the ever-reh 
and still-dithering Swiss to make up the 
minds. 
So far, Liechtenstein’s only direct i 
volvement in international affairs h 
been at the Council of Europe; where 
alone among Europe's microstates has 
measured up to the conditions for mei 
bership. But the Liechtensteiners rese 
being relegated to what they consider 
comic-opera category of, say, a Mon 
or an Andorra. No Ruritania they. 
look on themselves as simply 
version of a. fully. e state 
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are permissible under Turkey's constitu- 
tion. This particular one, however, also 
demanded an end to torture in Turkish 
prisons and an amnesty for some 20,000 
alleged terrorists. That went too far for 
the armed forces. If convicted, the 56 
(who are charged with technical viola- 
tions of martial law) could get prison 
terms of up to a year. 

On the opening day of the trial an 
elderly and ailing popular satirist, Mr 
Aziz Nesim, argued that the petition was 
not a political manifesto but a legitimate 
expression of grievances. Mr Nesin, a 
former regular army officer, was dis- 
missed from the service for left-wing 
leanings 40 years ago. The army has 
drawn attention to the past links of some 
of the petitioners with communist coun- 
tries, or with the underground Turkish 
Communist party. 

The government is facing another pro- 
test that may be harder to quell. Gangs of 
Kurdish separatists recently attacked gen- 
darmerie posts in two areas, causing a 
number of casualties. This is the first 
serious outbreak of Kurdish trouble since 
the ruling generals handed over most of 
the day-to-day running of the country to 
Mr Turgut Ozal last December. A big 
security sweep was promptly launched 
against underground cells of the Apocu- 
lar group, which is said to have killed 
about 250 people during the free-for-all 
between extremes of left and right before 
the army intervened in 1980. 
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Albania 
Hello, world 





Mr Franz Josef Strauss, the right-wing 
premier of Bavaria, chose to spend some 
of his summer holiday this year with his 
two sons in, of all places, Albania, His 
visit to the country that claims to be the 
sole remaining bastion of communist or- 
thodoxy, which ended on August 20th, 
was described as “purely touristic”. Mr 
Strauss is no ordinary tourist. He was 
received by Mr Manush Myftiu, a deputy 
prime minister and member of Albania's 
politburo, and his presence in the country 
was reported in the Albanian press. The 
welcome for Mr Strauss is the latest sign 
that Europe's most isolated country may 
at last be creeping out of its cocoon. 

Albania has kept contact with the out- 
side world to a minimum, and has relied 
On its own resources to develop its back- 
ward economy. But in recent months, 
amid warnings to the population to guard 
against "alien manifestations", the gov- 
ernment has been showing a marked 
interest in making foreign friends. 

The ritual diatribes against “revision- 
st" China have been dropped. Relations 
with neighbouring Greece have improved 
despite differences over Albania's treat- 
ment of its Greek minority. Albanian 
demands for $2 billion in war reparations 
have prevented diplomatic relations be- 
ing established with West Germany, but 
the Albanians now seem ready to look for 
a compromise. In May Albanian foreign 
ministry officials paid their first-ever 
working visit to Bonn. 

Cultural barriers have also been low- 
ered. Italian and Turkish film weeks were 
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held recently in the capital, Tirana. In 
July, a two-year agreement on the ex- 
change of programmes and technical co- 
operation was signed with Austria's 
broadcasting corporation. An Austrian 
television crew has just spent three weeks 
in Albania filming a documentary which 
is scheduled to be screened on August 
30th. The Albanians clearly want these 
changes to be noticed. They have allowed 
visits by journalists from several western 
countries, who have duly reported that 
the atmosphere has become more re- 
laxed—though Albanians who want to 
leave still have to swim for it. 

Behind all these moves lies the realisa- 
tion that Albania needs foreign help to 
develop its economy. Already this year it 
is hoping for an ambitious 21% increase 
in trade turnover. The problems it has 
lately encountered with some of its princi- 
pal exports only emphasise the need for 
an infusion of foreign technology. Trade 
relations were re-established with China 
last year because Albania could no longer 
do without spare parts for the equipment 
it had imported before the two countries 
quarrelled in 1978. 

Intriguingly, the man who appears to 
be leading Albania's new course is the 
head of state, Mr Ramiz Alia, who had 
previously been seen as an arch-isolation- 
ist. Mr Alia is running day-to-day affairs 
in Albania while the country's dominant 
political figure for the past 40 years, the 
75-year-old party leader Mr Enver 
Hoxha, retreats increasingly into the 
background to concentrate on the 42nd 
volume of his collected works. By letting 
the cautious opening up take place while 
he is still alive, Mr Hoxha may be hoping 
to smooth the eventual transfer of power 
to his heir-apparent. 
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The widest seat in the air. 


Our new Super Club Business class offers 
C vou the widest seat in the air. | 
So wide it isn't the easiest to fit through the 
door. There are now only six seats abreast. 
But there are just as many cabin attendants as 


before, which means they can give you more 
personal care and attention than ever. 

So now Super Club is on all our long-haul 
routes, you'll find that however far you go, 
vour flight will be a calm and restful one. 


British 
airways 


The worlds favourite airline. 
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Retailers in the air 


The world’s airlines are back in profit. They are now carrying 
more passengers than ever before, and the financial scars of 
recession are fading. But the new prosperity does not embrace 
all. In America airlines are seeking refuge in the bankruptcy 
courts. Outside America others are kept aloft only by taxpayers’ 
subsidies. The ones with the best hope of sustained prosperity 

re those that put their customers first. On the eve of the 

arnborough air show our industrial editor, John Andrews, has 


been shopping around. 


American Airlines’ flight 473 from Dallas 
to San Diego was overbooked and the 
three late arrivals were determined to get 
on board. Was there anger, panic or 
despair—reactions normal at any Euro- 
pean airport? Not at all. The cabin atten- 
dants on the waiting aircraft simply of- 
fered $200 travel coupons to the first 
three passengers willing to give up their 
seats and take a later flight. Your corre- 
spondent, waiting for the bribe to become 
cash, saw his hopes dashed in less than a 
minute. 

Such on-board bazaars are common- 
place in the United States: air traffic is 
echoing the boom in the economy. This 
year passenger demand may grow by 7% 
over last year, which itself showed a 
10.4% increase over 1982. Intending trav- 
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ellers routinely book on more than one 
flight to be sure of a place, or change their 
plans at the last minute—and the airlines 
adjust to the resulting “no shows" (often 
20% of a flight's reservations) by over- 
booking. If the airline gets its sums 
wrong, as American did on flight 473, 
then market forces (that is, passengers’ 
greed) provide the remedy to the satisfac- 
tion of both traveller and airline. 

The codename for market forces in the 
American airline business is “deregula- 
tion". That one word over the past six 
years has fascinated economists, enraged 
airline executives (but not all, and now 
hardly any), dismayed trade unionists and 
scared silly the legion of airline and 
government officials outside America 
who believe they know best for the travel- 
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ling public. 

The airline deregulation act of 1978 
began a revolution in American commer- 
cial aviation. Before then, the civil aero- 
nautics board (CAB) would set airline 
fares according to route distances and the 
industry’s average costs. The result was 
that airlines competed on service, in 
terms either of in-flight comfort or fre- 
quency of flights. Offering that service 
cost the airlines money—but they knew 
that the CAB would absorb the extra cost 
in higher fares. 

The featherbedding is gone: at the end 
of 1982 all official controls on American 
domestic air fares were abandoned. For 
the past two years, subject only to meet- 
ing stringent safety standards and less- 
than-stringent standards of business pro- 
bity, any airline has been able to fly 
anywhere in the United States as often as 
it wants and at whatever fare it wants. 
And from January 1, 1985, the CAB— 
having made itself redundant—will cease 
to exist. 

The rest of the world looks on in 
amazement. America’s airline traffic 1S 
two fifths of the world’s total (its domestic 
traffic alone equals the rest of the world’s 
domestic traffic); America’s aircraft and 
aero-engine makers dominate the world, 
yet the design of their products is deter- 
mined by the wishes of their domestic 
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- the biggest expense for an airline) more 
.than doubled; in 1981 when the nation’s me 
r traffic controllers went on strike (only ` for 
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viation world, in pairicular Africa and 
outh America. Neither region has a 
hare of the market matching its geo- 
graphic size or economic potential. Trav- 
êl between Europe and Africa last year 
epresented only 6.6% of world traffic, 





\merica—blighted by the debt crisis of 
4 tin America—fell by over a tenth to 
e come only? 2. 5% of the world total. 
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agan despite a recession which toppled 
beit temporarily) first Braniff, then 
ntinental and then Air Florida. Several 
ther airlines still teeter on the brink— 
icluding Pan American, the nearest the 
inited States has to a e | 
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in The airlines. which have peformed best 
r= are. those which cut their costs; defined 






priced their product to fit 
and gave no quarter to 
competitors. In short, the tactics of any 


retailer anywhere, whether it be Harrods - 


Or a corner grocery store or an inner-city 


petrol station. Those tactics are peculiarly 


important to the airline industry. Airlines 
are channels for huge amounts of cash, 
but their profits are made on anorexic 


margins. The International Air Transport | 


Association (Iata), whose 130-odd mem- 












workers posts: 281 billion RPMs, a 
24% improvement in productivity within 
six years. : 
That is only part of the: story. Airlines 


have had to use the marketing tricks of 


the soap-powder salesmen to build brand - 


loyalty; they have restructured their route - 


networks as carefully as generals planning - 
bee i ope A ney have وی‎ 


bers account for about 60% of total world . he. 


passenger traffic, calculates that a change | 


of one percentage point in any one pa- 
rameter of demand, eee revenue per 


: less, earn more 


The cost of labour is the biggest item in running an airline. Unlike t ne p Dr 
fuel, or airport landing charges, it is a cost within the airline 

is equal (which it never is), an airline with cheaper la 
competition against an airline with dearer labour. No 
industry are telling their workers to do more for less 
most workers are saying yes, when the alternativ ۱ ei 


9 is a total disaster. We have 
been pretty well devastated.” Frank 


words from Mr Frank Waldner, one of - 


the negotiators for the International As- 


sociation of Machinists and Aerospace ¢ 


Workers (IAM). His union, with its im- 
posing headquarters just down the street 
in Washington from the CAB, is one of 





cutting of labour costs. 
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deregulation's deserved victims. Its mem- . ed into 


bership in the airline industry, around 
73,000 in the United States and Canada, 


is 10,000 down on the 1981 level. The 


ones who went priced themselves out of 


jobs; the ones who remain know they ^ thei 


must price themselves back into job 
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viewed as peanuts. Last year the “ma- 
jors" and "nationals" (airlines with annu- 
al revenues of respectively over $1 billion 
and over $75m) paid each worker an 
average of $42,000; by contrast a group of 
new entrants—Pacific Express, People 
Express, Muse, Midway and Jet Ameri- 
ca—paid only $22,000. The average Peo- 
ple Express pilot gets just under $30,000 a 
year; his counterpart at TWA, with no 
more responsibility, gets about $104,000. 
The gap in costs gives any new entrant a 
head start in chasing the “marginal” pas- 
senger—and each one it catches adds to 
the unit costs of the giants. 

The fact that the giants are now closing 
the gap means two things: the first is the 
flexibility of the American labour system, 
which hires and fires with un-European 
abandon; the second is the refusal of the 

iants to accept the role of dinosaurs, 
proms to extinction in the next econom- 
downturn. 

In retrospect, the surprise is that the 
established carriers waited so long before 
they cut their labour costs. Between 1979 
and 1983 TWA actually increased its 
pilots’ pay and benefits by 48.6%; Repub- 
lic, flying deeper and deeper into debt, 
nevertheless paid its pilots another 
44.4%; and Eastern, skating on thin ice it 
pretends can never break, gave its pilots 
an increase of 69.7% over the four years. 

Perhaps it was Eastern's profligacy 
with made others see the writing on the 
wall. In March last year Eastern's chair- 
man, the former astronaut Mr Frank 
Borman, bought off a strike threatened 
by the IAM by conceding a 32% pay rise. 
Since Eastern's debt as a proportion of 
debt-and-equity was then climbing up- 
wards from 84% at the end of 1982, the 
wage deal was something Eastern could ill 

ord, even though at the time it was 
bs g more passengers than any other 

rline in the non-communist world. 

In the same month of last year Ameri- 
can Airlines showed what Eastern should 
have done. Mr Robert Crandall, Ameri- 


More for less 


Revenue passenger miles (‘000) 
per employee 
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Shareholders on the staff 


can's president and a man who brings 
more vision than most to his task, signed 
an agreement with the Transport Work- 
ers Union (representing 10,000 of Ameri- 
can's 35,800 airline employees) which has 
come to be known as a “two-tier” deal: 
existing employees get job security for 
life, but new employees are hired at wage 
rates 5096 below those hitherto in force. 
By the end of the year the two-tier system 
was accepted throughout the company— 
and other companies followed suit. Unit- 
ed, which has taken from Eastern the 
honour of carrying more passengers more 
miles than any other non-communist air- 
line, also has a two-tier deal with its 
workers; so do Northwest and Delta. 

And so now does Eastern. But it would 
be naive to say the workers have acted 
out of altruism. Their concessions (at 
most companies the rates for new hirings 
will catch up with the privileged tier 
within five or six years, except at Ameri- 
can, where the twain will never meet) are 
the result of fear sweetened by some 
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judicious offers of participation in their - 


companies’ prospective prosperity. 


First the fear. Last September Mr - 


Frank Lorenzo, chairman of Continental 
Airlines, suddenly announced that Conti- 
nental was filing for protection from its 
creditors under chapter 11 of America's 
bankruptcy code. Mr Lorenzo's reason? 
The unions had refused to give him 


$100m worth of savings on his labour ۱ 


costs. And what did Mr Lorenzo do next? 
Three days after seeking refuge in chapter 
11, Continental resumed operations—but 
this time with only 35% of its former 
workforce working for only half of their 
former pay. Whether Mr Lorenzo abused 
chapter 11 is a moot point, but the fact is 
that virtually overnight he turned Conti- 
nental into a low-cost operator able to 
charge $99 fares and still make money. 

Mr Lorenzo is now an ogre to all self- 
respecting trade unionists, and even man- 
agers view him with some embarrass- 
ment—none of which lessens the 
effectiveness of what he did. The unions, 
from pilots to machinists, were cowed. 
Rival managements saw their opportuni- 
ty. Within 48 hours of Mr Lorenzo's 
announcement of chapter 11, Eastern’s 
Mr Borman was threatening to follow suit 
if the unions did not give back what they 
had extracted from the company only six 
months earlier. 

The threat worked—but Mr Borman 
had to sweeten the medicine. Eastern’s 
employees are taking wage cuts this year 
of between 18% and 22% and promising 
productivity improvements in exchange 
for a quarter of the company’s ordinary 
shares and four seats on the board of 
directors. 

Worker participation on the Eastern 
model does not appeal to everyone. Quite 
apart from the taint of un-American so- 
cialism, it smacks to the financial commu- 
nity of a dilution of equity and to the 
unions of a share in valueless assets (why 
else would they be on offer?). 

But participation in one way or another 


The Atlantic divide Operating profit as % of operating revenue 


United States scheduled airlines 





Western European scheduled airlines * 
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a pilot for an established carrier should 


` -is a growing trend. Republic offered its 
_ workers share ownership of 30% or more 
. in return for wage cuts and freezes. Pan 
_ Am has given its workers one board seat 
and 10% of its stock in return for labour 
concessions which added up to almost 
$300m between 1981 and 1983. Western's 
employees have two board seats and a 
third of the company's shares. 

Employees of the giants have been 
` happy to get whatever is on offer in 
. exchange for the wage and benefit con- 
cessions which are the first defence 
against the new entrants. They know full 
well that the new entrants and low-cost 
carriers like People Express and South- 
west have share ownership schemes for 
their workers almost as a matter of course 


R^ (the shares give the workers a stake in the 


` company’s success and some recompense 


— for low wages). And they know that, if 


. they fail to co-operate, their companies 


may be tempted to form other—non- 
| union, 


low-cost, no-frills—airlines to 
. compete on equal terms with People 


— Express and the rest. In 1980 Texas Air 
| Corporation, which owns Continental, 


formed New York Air as a low-cost 
carrier to grab traffic from Eastern on the 
New York-Washington route; and last 
year Frontier formed a non-union “‘sis- 
ter" called Frontier Horizon. 

For the moment the attack on labour 
costs is the obvious ploy. It is absurd that 


earn $100,000 a year for flying 10 hours a 
week, while a new entrant pays a pilot 
$33,000 and expects him to fly at least 16 
hours a week. At such rates it is hardly 
surprising that labour accounts for more 
than a third of the operating costs of 
airlines like TWA and Pan Am compared 
with only a fifth for low-cost carriers like 
People Express and Muse Air. 

But labour costs are not the only deter- 
miner of an airline's fate. The burgeoning 
demand for air travel is beginning to soak 
up the supply of available pilots and flight 
attendants laid off during the recession. 
This year the industry will probably hire 
14,000 flight attendants and over 5,000 
pilots—almost 9% more than in the re- 
cord year of 1965, when 4,600 pilots were 
hired. Inevitably, labour will be less of an 
easy target: the new entrants will have to 
hire the inexperienced and suffer the cost 
of training them; and the established 
carriers will find the threat of lay-offs less 
convincing. There will still be constant 
pressure to cut costs, but the pressure will 
be more equally spread. American's Mr 
Crandall says: “In a deregulated industry 
all surviving airlines are going to have to 
have similar costs. Every airline must 
become a low-cost carrier. Everyone." 
Which means that the survivors must use 
other weapons to fight off their 
competitors. 


A choice of brands 


` Catchi 


passengers is one thing, keeping them is another. America's 


_ airlines have found new ways of doing both, and what they do now the rest of 


` the world will—sooner or later—imitate. 


P The advertisement in the New York 


_ Times was a masterpiece of its type: 


. “United to Los Angeles $119. Why fly 
- another airline?" Not content with rheto- 
- ric, United Airlines proceeded to tell the 
| Times's readers why they should not— 
- Specifically—fly with People Express, 
. “another airline" offering a $119 fare for 
a flight of 2,461 miles. The reasons? 
People Express offers the fare only on 
"red eye" night flights; jams passengers 
- into high-density seating; charges up to $6 
for food (cold) and drink and $3 for each 


| Suitcase checked into the cargo hold; and 
_ makes its passengers ride a bus to the 


terminal once they land at Los Angeles. 
And what does United offer? The low 
fare on every flight; 4 inches more leg- 
room; a new terminal at Los Angeles; 
free baggage check; free hot meals and 
soft drinks; and a deal with Hertz for two 
days’ free car hire. 

What United put in much smaller print 
was that its $119 ticket had to be booked 
14 days in advance and the traveller had 
to stay in Los Angeles for between seven 


and 21 days. And what it did not say at all 
was how many such tickets were on offer 
(the suspicion is very few). 

In its corporate heart every airline 
knows that its essential product—an air- 
line seat—is no different from any oth- 
er's, give or take a couple of inches of 
width or height or a bit of extra padding. 
The analogy is with soap powders, all 
more or less the same, rather than with 
cars (some of which are fast while others 
are thrifty). The supersonic Concorde of 
British Airways and Air France is the 
exception proving the rule. So how do 
you make your customers differentiate 
between what you have to sell and what 
your rivals have? 

Q Price is one answer. People Express, 
for example, offers low fares and no frills. 
The combination is self-evidently a win- 
ner: in June the airline boarded 754,428 
passengers, 65% up on June, 1983; those 
passengers flew 604,928,000 miles, 104% 
more than a year earlier. People Express 
and other low-cost, low-fare airlines are 
not only generating new traffic (New 





Yorkers really do look at the rain and say 
"Let's go to Florida with People Express 
for the weekend"), they are also taking it 
away from other airlines. Eastern, which 
is based in Miami and relies on Florida- 
bound travellers from the inclement 
north, is suffering from both People Ex- 
press and Piedmont. 

The obvious way to retaliate is to match 
the cut-price fares and hope to win by 
offering better frequencies. The price 
wars are masochistic but inevitable: it is 
better to sell a seat for $1 than to fly it 
empty. In the first quarter of last year a 
$99 fly-anywhere price war broke out. 
American sought to end the blood-letting 
by introducing fares based on distance 
(shades of regulation), but the real sav 
iour for the established carriers was e 
nomic recovery—more people wanted to 
fly and no longer needed to fly cheaply. 
But recovery will not end the skirmishes: 
hence United's attack on the new People 
Express service to Los Angeles. Deciding 
when and when not to retaliate is a matter 
of fine, and changing, judgment by the 
majors—but normally they are willing on 
a restricted basis to match cut-price fares 
lest a new entrant "steal" their traffic. 
Passengers should be delighted: between 
1980 and 1983 America's consumer price 
index rose by 21%, but airline fares, after 
rising by 12% settled back to a level only 
5% above the 1980 base. Over 80% of 
American air travel is at a discount from 
the full fare. 

@ Image is almost as important as price, 
not least because it may persuade passen- 
gers to pay more than they need. United 
boasts that it flies “the friendly skies"— 
which means its cabin attendants have to 
smile a lot and its flight crew must crack 
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_ jokes and invite passengers to see the 


cockpit of new aircraft like the Boeing 


x 767 ("We're mighty proud of this airplane 
An. .") 


The tactics may seem either corny or 


2 plastic—but they matter. From reserva- 


‘ 


tions to flight to baggage carousel, air- 


- lines sell service, so the quality depends 


LJ 
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| air travel. American Airlines, now proba- 
_ bly the strongest of the established carri- 


. on the people employed. People Ex- 


press's staff are almost religious in their 


. fervour for the company—and that, to- 


A 


gether with the low fares, helps passen- 


E. Be ers forgive the delays which are an 


creasing feature of this year’s American 


. ers, has a training programme called 


| “Tact” (a good acronym for the unwieldy 


. and very American “Transactional Anal- 
.. ysis Control Technique") to make sure its 


è 
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_ customers feel at ease. The idea is spread- 
_ ing: SAS revamped its dour Nordic image 


__ by hiring Time Manager International to 


= ways, impressed by SAS, has now hired 
. the same company to give BA employees 
. à two-day course called “Putting people 


y 


teach its people to be nice; British Air- 


— first”. Part of the advice is to smile and 
- look people in the eye—obvious and 


simple, yet forgotten by hundreds of 


. Cabin attendants over the years. 


@ Frequent-flyer programmes are per- 


-haps the most successful way of inducing 
_ "brand loyalty". The idea originated (as 


2*1 


. always) with Mr Crandall, who in 1981 
. introduced American's AAdvantage pro- 


gramme. As with most good ideas, it was 
simple: fly more (especially at full fare) 
and get benefits in the form of discounted 
or free tickets. And like most good ideas 


_ it spread. Pan Am has its WorldPass 
r ene m vino esightat andirpo rt 
| n counts as 1,000 miles. The bene- 
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` Also flights to London/Gatwick 
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fit for the airlines of frequent flyer pro- 
grammes is that business travellers may 
fly more than they need (at their employ- 
ers’ expense) at higher fares in the quest 
for benefits which go to them and their 
families. Pan Am, which has 625,000 
participants in WorldPass, reckons the 
programme has boosted the share of 
revenue from first and business class 
passengers to 35% of total revenue from 
25% when WorldPass began in 1982. By 
the end of this year the proportion should 
be 40% , according to Mr Martin Shugrue, 
Pan Am's vice-chairman. 3 

The frequent flyer schemes help meet 
the airlines’ need to stem their “yield 
dilution"—jargon meaning less money 
from each passenger. Across the North 
Atlantic—routes vital to Pan Am—al- 
most half of all passengers last year flew 
on “capacity controlled" excursion fares, 
compared with none 10 years ago (see 
chart). The idea of such discounted fares 
is that they should top up an airliner filled 


Getting cheaper lata North Atlantic scheduled services 


Passenger distribution by fare type 
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mainly with full-fare paying passengers 
In practice, because of increased compe 
tition and the hunt for passengers in the 
last recession, there is virtually no contro 
of capacity. To the airlines a schem 
which can make the passenger volunteei 
to pay more is a miracle of marketing. 

But there is a price. The bonuses ar 
really just discounts. So many WorldPas: 
members were cashing in their bonuse: 
this year by the deadline of June 30th tha: 
revenue for the second quarter wen! 
down even though passenger loads went 
up. Mr Shugrue thinks it all worthwhile: 
"You've got to build brand loyalty anc 
WorldPass builds that loyalty". 

The question is whether such pro 
grammes are starting a new kind of price 
war. American has had to respond to Pan 
Am's worldwide network by linking 
A Advantage to British Airways' flights tc 
London (although the membership of a. 
these programmes is limited to people 
able to show an American address). Even 
low-cost, low-fare Southwest has bee 
forced to act—under its “twelve pack" 
programme you pay for 11 tickets and ge 
the twelfth free. 

But the most intriguing step was taken 
in May by Delta. In exchange for $1m ur 
front, Delta is giving General Electric 
employees discounts of around 30% fo 
their air travel for a year on various 
routes. Delta used to abhor discounts, 
until forced to enter the fray last year to 
get passengers back from the competi- 
tion. Perhaps discounting has now be- 
come a Delta habit: 91% of Delta’s traffic 
in March was carried at some kind of 
discount and even in the peak month of 
July the rate was still 65%. Anyway, the 
corporate discount with GE has the in- 
dustry worried because—although Delta 
says it has designed its deal specifically te 
avoid this—such schemes threaten to by 
pass the travel agents, and about 65% ot 
the industry's ticket sales are made by the 
agents. The airlines pay the agents' com- 
missions of 10% (and more for package 
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Fares compared with consumer prices 


1973 = 100 260 








m bulk sales), but the price is worth 
dt for the last thing any airline wants is to 
` offend the travel agents and then be 
a 
@ Computerisation i is the weapon which 
the giants above the new entrants. 
| y three quarters of the 21,000 
Bue agents in the United States have 
L— some form of computerised reservation 
E uem (CRS), compared with only 4,000 
—- four years ago. All but one of the six main 
— systems are provided by one airline or 
another—and all but two of the systems 
have an admitted “bias” in what they 
show on the terminal screen in the travel 


agent's office. 

That bias means big money. Agents 
make about 85% of their bookings on 
flights shown on the first screen dis- 
played—and 50% are made on the flight 
shown on the first line. Any airline which 
gets its flight information—times of de- 
parture and arrival, availability of seats 
and ticket price—before the travel 
agent's eyes first has an edge over a rival, 
even if the rival is offering better connec- 
tions or fares. The two dominant CRSs 
are American's Sabre and United's Apol- 
lo, each of which has about two fifths of 
the market. Such market Shares give 


those two airlines heavy clout. If anothe 
airline wants a privileged display on the 
screen it has to pay—perhaps $3 a flight 
segment—to be a “co-host”. 

The computer-keying giants have othe 
powers, too. Airlines have always issued 
tickets on each other's behalf (for exam 
ple, a Delta reservations clerk will issue < 
ticket on a Western flight if a travelle 
needs it). Traditionally, the airlines have 
made no charge to each other for that 
service—not least because the ticket-issu 
ing airline (that is, Delta) will have the 
use of the passenger's money for 45-60 
ye before handing it over to the airline 


Pan Am wheels around the world 
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(that is, Western) which actually carries 
the passenger. This is changing. Airlines 
with CRSs are bound to write more 
tickets for other airlines than the other 
airlines write for them, because airlines 
with the CRSs are those which are most 
consulted. These airlines claim their ad- 
ministrative expenses outweigh what they 
earn from the temporary use of the pas- 
sengers' payments, so American, United 
and TWA (which markets the Pars CRS) 
now make lesser brethren pay. 

This power makes others both angry 
and jealous. There are allegations that 
travel agents are virtually blackmailed 
into sticking with one system, and that the 
CRS providers use the information they 
get on rivals’ fares and schedules to 
mount instant—even pre-emptive—re- 
sponses. In evidence this year to an 

investigation of CRSs by the CAB and 
he justice department, Frontier accused 

United of all sorts of skullduggery and of 
delaying for two years Frontier's request 
to be a co-host of Apollo. In its evidence 
American took the side of its competitor 
United: Frontier was whingeing about a 
United superiority which had nothing to 
do with computer-bias; the airline had 
every right to charge for its CRS to 
recoup its development costs (American 
reckons Sabre has cost it $160m so far); 
and in any case the problem would not 
have arisen had the industry's attempts to 
form a common system in the late 1960s 
and mid-1970s not foundered on anti- 
trust difficulties. This month the CAB 
said bias must be eliminated, but will its 
ruling survive its departure? 

The fuss is enough to worry the big 
boys. They are investing heavily in still 
more automation, including self-ticketing 
machines at airports, and the day is near 

hen airline tickets will be available in 

Dic supermarket as well as the travel 
agency. The last thing American or Unit- 
ed wants is for that progress to falter on 
the CRS issue, which is why American is 
Suggesting an “elimination of display 
preferences and a requirement that fees 
charged other airlines be non-discrimina- 
tory". By that concession American 
hopes “to insure that further progress in 
the automation of travel agents not be 
sidetracked by some misguided effort to 
protect airlines that have chosen not to 
involve themselves in the technology". 

@ Route structure is the final—and most 
fundamental—element in the mix which 
wins passengers. In the old days airlines 
used to fly from point to point, proudly 
proclaiming their non-stop service. That 
was fine when the CAB controlled access 
to a route—and, indeed, departure from 
it. But deregulation left such routes cruel- 
ly exposed: a high-cost carrier operating a 
point-to-point service would see its traffic 
drift across to a new, low-cost, competitor 
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Hubs can clog 


offering lower fares—and if it matched 
the cheap fares, it would be losing money 
with no guarantee of regaining its domi- 
nance on the route (for even if it killed off 
the new entrant, another might arise). 

The answer was for the airlines to form 
"hub-and-spokes" networks. Instead of a 
haphazard collection of vulnerable lines 
as the route-map, the airline's network 
would be based on a central point—the 
hub—fed from outlying points by the 
“spokes”. People Express, for example, 
formed a hub at Newark, closer to New 
York's Manhattan than JFK airport and 
with fewer competitors; Eastern's hub 
was Miami; Piedmont formed a hub at 
Charlotte to compete with Eastern, and 
so on. The disadvantage for the traveller 
is that he loses many non-stop routes. The 
advantage is that he has more places to go 
to—a hub with 15 spokes would provide 
15 non-stop point-to-point services (from 
the outlying cities to the hub) but another 
105 services with a connection through 
the hub (15 x 14, divided by 2). He also 
gets greater frequencies and probably 
larger, more comfortable aircraft, since 
the system is feeding passengers from 
various points of origin into one spoke for 
the final destination—and so the airline 
has enough passengers to justify several 
flights a day. 

The virtue for the airline is that the 
hub-and-spokes system uses aircraft more 
efficiently (they go along the spokes to 
the hub and out again according to where 
the demand is, instead of having to wait 


Fliaht departures 
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around—as in the point-to-point days— 
for demand to accumulate). And the 
system 15 also a wonderful defence against 
competition, since it is virtually impossi- 
ble for a rival to attack all spokes feeding 
a hub. The demise of Laker, running 
point-to-point from London to New York 
and Los Angeles, contrasts with the suc- 
cess of People Express, offering similarly 
cheap fares on those routes but insulated 
from retaliation from the giants by the 
traffic it feeds into Newark from places 
like Buffalo and Syracuse. 

It is difficult to overestimate the signifi- 
cance of the hub-and-spokes concept. 
American moved its headquarters from 
New York and developed two hubs, at 
Dallas-Fort Worth and Chicago, because 
it "provided . . . time to do the things 
necessary to become more cost competi- 
tive" and because “hubs pose special 
problems for new carriers who are neither 
ready nor willing to undertake the capital 
commitment required to create and oper- 
ate them". Pan Am is basing its attempt 
(see chart 6) to elude financial disaster on 
the concept of international hubs—New 
York, London, Frankfurt, Tokyo and 
Los Angeles—and is ensuring the Ameri- 
can hubs are well fed by charging rock- 
bottom fares for domestic travel. 

All these weapons of marketing have 
been sharpened by deregulation. All 
could be applied equally well in the rest of 
the world. But for that to happen, the rest 
of the world has to change its political 
view of air travel. 
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Liberalising Europe 


Of Europe's scheduled intercontinental airlines only two, British Caledonian 
and France's UTA, are entirely without government shareholdings. The fact 


_ Of government control has subsidised inefficiency, restricted competition and 


conspired against the consumer for the past 40 years. But now, embarrassed 


— The cheapest regular fare last winter from 
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` London to New York was 58% lower in 


real terms than 10 years ago; from Lon- 
don to Paris, it was only 3.4% lower. 
Something, surely, must be wrong with 
the way Europe runs its civil aviation. 
Apologists for the status quo (men like 
Lufthansa's chairman Mr Heinz Ruhnau 


- er Iata’s director general Mr Knut Ham- 


marskjóld) cite the following in defence 
of Europe's airlines: 
Fuel is more expensive in Europe (up 


| to 45%), mostly because governments tax 
` it more. 


Air routes in Europe are more circu- 


- itous because airliners have to skirt huge 
__ tracts of military air-space. 


Because Europe’s market is smaller 
than America's, Europe's airlines are less 


_ able to exploit economies of scale, by, for 


example, using larger aircraft to cut the 


. cost of each seat. 


Aircraft can be used more in America 
because routes are longer, frequencies 


_ are greater and there are fewer airports 


with night curfews. 

Short routes within Europe burn up 
fuel rather like a car having to stop and 
start in a traffic jam. 

Landing charges are higher. 

Having to deal with different lan- 
guages in different countries adds to staff 
and administration costs. 

Travellers can get lots of discounted 


fares if they accept various restrictions, 


and they can fly extremely cheaply with 


_ charter operators. 


All of which is true, but not an ade- 
quate excuse for the lowest unrestricted 
fare of £203 ($268, but much more before 
the dollar started zooming up) to fly the 
892 miles from London to Rome. Nor is 
the availability of charter tickets any real 
defence: they exist not because travellers 
are happy with charter conditions—from 
advance booking and fixed travel dates to 
cramped seats—but because they are un- 
happy with the offerings of the scheduled 
airlines. In the United States charter 
travel is practically unknown; and of all 


world air traffic, charter services in 1983 


made up a mere 9% (which is why this 
Survey is ignoring the sterling efforts of 
the charter operators in Europe to pros- 
per in a free market). But in Europe 
charter aircraft are the normal means of 
air travel for holiday-makers. In 1982, for 
example, 28.7m passengers flew between 
the United Kingdom and continental Eu- 


_ by America's deregulation, Europe is at last changing. 


rope, and of these 13.2m used charter 
services. Clearly, scheduled airlines in 
Europe are ignoring the marketplace. 
Which of them could echo the boast by 
America's People Express of “flying that 
costs less than driving”? 

The problem goes back to article 1 of 
the Chicago Convention of 1944: 6 
Contracting States recognize that every 
State has complete and exclusive sover- 
eignty over the airspace above its territo- 
ry." Forty years ago, that made sense— 
European nations were re-establishing 
their airlines and needed to protect them 
against American companies untouched 
by war. Today, the legal framework shel- 
ters some who should be old enough to fly 
on their own. 

Implicit in the Chicago convention is 
the concept of aerial “freedom”. Because 
the airspace above a country is sovereign, 
the government of that country must give 
airlines from other countries the freedom 
to enter it. As George Orwell might have 
said, some freedoms are freer than oth- 
ers. Freedoms one and two—the right to 
fly into foreign airspace and land—are 
routinely given between allies, but the 
third and fourth freedoms are another 
matter. These are the rights for an airline 
to pick up passengers from its home 
country and land them in a foreign coun- 
try, and to make a similar return trip. 

Negotiating governments guard those 
rights jealously, which is why Europe's 
skies are still flown by state airlines which 
would not survive in the open market. 
They keep flying, and even make profits, 
thanks to "pool" agreements by which 
two countries agree to share (not always 
equally) the capacity they offer on the air 
routes between them and the revenue 
earned from those routes. One example is 
the Air France/British Airways pool be- 
tween London and Paris—why should 
either carrier go out of its way to attract 
more passengers, if the benefits of effi- 
ciency and commercial zeal have to be 
shared with the other? Likewise, by tak- 
ing a hard line in bilateral negotiations, 
nations like Greece or Spain can keep 
fares far higher than they need be. 

Mr Pierre Giraudet, until recently 
chairman of Air France, once said: “It 
would be unrealistic to believe that a 
carrier from a given country, operating 
the network necessary to that country's 
foreign trade, could always compete with 
a carrier free to reap profit off the best 





routes." Or—more succinctly—Mr Um- 
berto Nordio, chairman of Italy's Alita- 
lia: “The free market game rules will not 
be observed simply because this is not a 
free market." But three forces are work- 
ing to make it freer: 

@ The first is America. In 1978 the 
Carter administration announced that 
"the US will develop new bilateral proce- 
dures to encourage a more competitive 
system"; it gave bite to its words by 
concluding more than a score of bilateral 
deals in which America gave new routes 
to foreign carriers in exchange for an 
acceptance by foreign governments of 
lower prices. Meanwhile, there is a latent 
threat that America will withdraw anti- 
trust immunity from airlines negotiating 
(that is, fixing) fares in Iata's tariff confer- 
ences. That immunity at present is grant- 
ed by the CAB, but when the sun sets on 
the CAB, the authority will go to the 
justice department. The justice depart- 
ment, non-American  protectionists 
please note, is on record that “there is 
simply no commercial rationale for multi- 
lateral fare co-ordination. . . Our strong 
foreign policy interests lie in the establish- 
ment of free markets in international air 
transportation. Abolition of Iata fixing of 
rates and regulation of their components 
is an important step in that direction." 
Such sentiments from the world's largest 
economy are hard to ignore. 

@ The second is the European commis- 
sion. So far, the commission has kept air 
transport protected from the application 
of the competition clauses of the treaty of 
Rome. There is simply no common mar- 
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ket in aviation. Individual member states 

negotiate with each other as though they 

were not part of the same community, 
h 


and any thought of the free establishment 
of an airline (for example, Alitalia decid- 
ing to make its headquarters in Frankfurt) 
is anathema to member governments. 
Now the commission—egged on by Brit- 
ain, a desire to show authority and the 
prospect that some time somebody will 
wir a case before the European court to 
bring the present structure tumbling 
down—is promoting evolution as the al- 
ternative to revolution. 

Ruling out American-style deregula- 
tion as impracticable, the commission 
proposes phasing out capacity-sharing 
agreements; putting limits on the amount 
of money that can be transferred in reve- 
ue pools, so that the efficient airline 
keeps some reward for its efforts; allow- 
ing an airline to set its own fares without 
being subject to the veto of the other 
country’s airline; an end to state aids 
“whose main purpose is to cover an 
airline’s operating loss"; and application 
of the competition clauses to air 
transport. 

@ The third force for change emerged on 
June 20th: Britain and Holland signed the 
most imaginative agreement yet in Euro- 
pean aviation—and its effect will go far 
beyond Europe. The accord allowed a 
whole batch of £49 return fares between 
the two countries. More importantly, 
however, it allows British and Dutch 
airlines to decide for themselves the fre- 
quency and capacity of their services and 
the fares for those services (subject only 
to the approval of the government of the 
country where the journey begins). And 
most importantly of all, the agreement 
allows airlines from either nation to 
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match each other's fares over the whole 
of their respective route networks. 

That last item means that KLM can 
pick up passengers in London, fly them to 
Amsterdam and then on to, for example, 
Singapore, for the lowest price charged 
by British Airways for its flights from 
London to Singapore. KLM gets far more 
from the deal than BA, which may find 
itself having to sell more cheap tickets 
than it likes in order to stop its passengers 
deserting to KLM. 

To the benefit of all consumers, Britain 
has granted “fifth” and "sixth" freedoms 
to KLM. The fifth freedom (which KLM 
already had) is the right to land in another 
country, pick up passengers and take 
them to a third country; the sixth freedom 
is the right to pick up passengers in a 
foreign country and take them to a second 
foreign country via the airline's home 
country (for example, London-Amster- 
dam-Singapore). Most travellers prefer to 
fly as directly as possible to their destina- 
tion and to use their national airline 
(BA's old slogan was “fly the flag"), so 
fifth and sixth freedom carriers—usually 
from small or thinly populated countries 
like Holland, Switzerland, Austria or Sin- 
gapore—have to be good to survive. 
Being good means innovative pricing as 
well as in-flight service, which means 
Europe's air travellers should applaud the 
Anglo-Dutch agreement and ignore any 
muttered complaints by British Airways 
and British Caledonian. 

But will Europe maintain its course 
towards liberalisation? With any degree 
of luck, yes. The last recession brought a 
dash of economic realism even to the 
traditionally subsidised—Belgium's Sa- 
bena, for example, managed to get a 17% 
pay cut from its workers. And once given 
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some freedom, market forces tend to get 


more. The cheap fares between Amster- _ 
dam and London could tempt the French, - 
Germans and Belgians to foresake their _ 
national carriers and drive to Holland if | 


they want a flight to London. If enough of 


them do so, then Air France, Lufthansa — 


and Sabena will have to cut their fares to 


London to compete—which is precisely | 
what Lufthansa was persuaded to do this — 


month. 


The momentum began in Britain. Its 
Conservative government first declared _ 


its determination to denationalise British 


Airways; then allowed small carriers like — 


British Midland the chance to compete 


(successfully) with BA on domestic 


routes; and finally authorised Virgin At- 


lantic, a one-aircraft airline controlled by 


a pop-music entrepreneur, Mr Richard 


Branson, to provide the kind of cheap - 


fares to New York pioneered by Laker. 
And the momentum will continue in 


Britain. A review released last month by — 


the civil aviation authority (CAA) recom- 
mends the deregulation of Britain's do- 
mestic services; the transfer of some of 
BA's international routes to British Cale- 
donian (BCal); and the dual designation 
of BCal with BA on other routes. Predict- 
ably BA is not pleased and sees the 
CA A's recommendations as poor reward 
for its efforts over the past three years to 
move from losses to profits in time for its 
sale to the private sector scheduled for 
next spring. BA produces about 80% of 
Britain's scheduled aviation output—so 
BCal argues that the government must 
redress the balance for the sake of compe- 
tition before letting BA loose as a private 
company. BA says talk of a competitive 


Branson's bravura 
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imbalance is nonsense since it has to 
compete not just with BCal but with all of 
the world’s international airlines. 

What happens next will depend on 
some political lobbying and arm-twisting 
at the highest level. BA’s chairman Lord 
King, who describes BCal’s proposed 
acquisition of BA routes as a “smash and 





grab raid", is one of Mrs Thatcher's 
favourite businessmen. But BCal's Sir 
Adam Thomson also has political friends. 
If the squabbling is prolonged, some 
ministers may come to curse the CAA's 
report—but Europe's aviation would be a 
lot healthier if similar squabbles hap- 
pened in other countries, too. 


Far Eastern promise 


Each Japanese tourist travelling abroad spends an average of over $800, the 
highest tourist expenditure in the world. Each year Singapore's population of 
2)m makes 500,000 trips abroad. Yet only a tiny fraction of the potential 
market for air travel in the Far East has been tapped: eastern Asia is 
aviation's growth point. 


From his office on the 46th floor of the 
Development Bank of Singapore, Mr J. 
Y. M. Pillay looks down on the symbols 
of the city-state's success: new office 
blocks and hotels sprouting in a concrete 
jungle; the pipes and tanks of the offshore 
refineries and oil terminals; the queues of 
shipping. Mr Pillay, chairman of Singa- 
pore Airlines (SIA) as well as of the 
bank, reflects: “You can't separate SIA 
from the Singapore economy—from the 
strength of the people and the services we 
get, the strong currency and forward- 
looking attitudes.” 

SIA is a model of what an airline 
should be. It is profitable; modern (the 
average age of its fleet is just under three 
years, the youngest in the world); and 


productive—its output per employee rose 
by 18% in the 1983-84 financial year. In 
short, it is yet another example—after 
cars, ships, steel plants, transistor radios, 
cameras, and so on and on—of Far East- 
ern business excellence. 

Four hours’ flying time to the north, 
Hongkong’s Cathay Pacific can make 
similar claims: in May it carried 10% 
more passengers 17.6% more miles than a 
year earlier; and its cabin service vies with 
SIA's as the most flattering and luxurious 
on offer. 

But SIA and Cathay are pygmies com- 
pared with Japan Air Lines (JAL). Last 
year Cathay (a part of the Swire group) 
flew 3.2m passengers 6 billion miles; SIA 
in 1982-83 flew 4.5m passengers 11.2 


billion miles; but JAL in 1983 carried 15m 
passengers 21.6 billion miles. Truly, each 
airline is the product of its economy, and 
Far Eastern economies continue to out- 
pace the OECD’s average. JAL, for ex- 
ample, is now the world’s leading interna- 
tional cargo operator and is the third 
biggest (after Pan Am and British Air- 
ways) carrier of international passengers. 

They are also products of their cul- 
tures. The stewardesses of Cathay, drawn 
from 10 Asian countries, and of SIA are 
uniformly young and alluring. They show 
passengers (almost all of them male) an 
attentiveness which western stewardesses 
would regard as demeaning. Air Canada 
says it models its business service on that 
of SIA—a foolish dream for a western 
airline whose cabin attendants get to 
choose the plum international routes on 
the basis of seniority. Cathay hopes its 
stewardesses will leave after five years or 
so to get married; SIA virtually makes 
sure they do by hiring young stewardesses 
and holding them to five-year contracts, 
with just an occasional—and one term 
only—renewal. On the airlines of the 
"silk route", like SIA, Cathay and Thai, 
middle-aged cabin attendants simply do 
not exist. And few airlines in the region 
belong to lata, which was once notorious 
for regulating the size of airline sand- 
wiches. Instead, they prefer to festoon 
their passengers—even in the cheap 
seats—with free headsets and to relax 
them with free alcohol. Thai's stewar- 
desses even give every passenger a fresh 
orchid. 

But however seductive the ambiance, 
in-flight service is not enough to ensure 
success. In America two thirds of the 
population has flown; in Asia the propor- 
tion must be a fraction of one per cent. 
Even in Japan, the most advanced 
economy in Asia, only 4m of the 118m 
population has ever flown. That means 
that—at least for the short term—Asia's 
airlines must look to the rest of the world 
for their growth. Asia’s airlines need not 
just third and fourth freedoms (good 
enough, perhaps, for JAL) but fifth and 
sixth freedoms. How else can SIA justify 
a fleet which by 1988 will consist of 23 
Boeing 747 jumbo jets, four Boeing 757s 
and six Airbus widebody A310s; or JAL a 
fleet of 82 jet aircraft, including 47 jum- 
bos (the largest 747 fleet in the world)? 

This should give Asia’s airlines a com- 
mitment to open skies around the world. 
In practice, some are less committed than 
others. JAL, in particular, has developed 
the defensive tendencies which accompa- 
ny size and age. As a loyal lata member 
JAL has persuaded the Japanese govern- 
ment to crack down on the “bucket shop" 
discounts of air tickets which other Asian 
airlines like Thai or Bangladesh Biman 
are happy to condone. JAL worries that 
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Splashdown in Singapore airport ; 


American carriers are adding too much 
capacity to the routes across the Pacific, 
and that carriers like SIA are trying to 
steal passengers by getting fifth freedom 
rights to fly from Tokyo to the American 
west coast. 

Fortunately the Japanese government, 
which owns 37.7% of JAL, is not inclined 
to over-indulge its flag-carrier. Because 
of the sensitivity over Japan’s trade sur- 
plus the Japanese government tends not 
to fight too hard in bilateral aviation talks 
with America. Moreover, the govern- 
ment is concerned lest JAL gets a virtual 
monopoly of Japanese aviation: under 
guidelines laid down in the early 1970s 
JAL is acknowledged as the sole national 
flag-carrier “in principle" and All Nippon 
Airways, one of the two domestic air- 
lines, is allowed to operate charter flights 
internationally on a vaguely defined 
» short-haul” basis “for the time being". 
n other words, JAL should not take its 
"supremacy for granted. 

Mr Pillay, however, has no qualms 
about open competition. He says of the 
tickets discounted against the rules of 





lata: "It's silly to try to police the air 
travel market. In the long term the indus- 
try would be healthier with a freer re- 
gime." And his deputy at SIA, Mr Lim 
Chin Beng, asks: “Why should the con- 
sumer, or for that matter, society at large, 
be injured just because regulatory au- 
thorities, supported by some carriers, 
want to protect their turf?" 

True to such views Singapore has air 
service agreements with 57 countries, and 
no fewer than 30 international airlines 
operate through Singapore. The island's 
technocrats have also encouraged the 
servicing of other people's aircraft as part 
of their industrial development. The reci- 
pe has worked: Singapore's economy has 
boomed and SIA has boomed with it. The 
airline (which pays wages higher than in 
some OECD countries) has made profits 
through two oil shocks and two reces- 
sions; and last year it contributed 3.3% to 
Singapore's gross national product, a re- 
cord for any national airline. Perhaps 
countries outside Asia should adopt the 
Singaporean attitude—it might do their 
ailing airlines a power of good. 


Clear skies for high fliers 


Where do the airlines go from here? Economic recovery has given the weak a 


respite—and the strong the oppportuni 


to mount more attacks on the weak. 


The survivors will be those airlines which adapt best to the market. How many 


will they be? 


"We don't talk about the weather in San 
José", says Mr Paul Barkley, president of 
Pacific Southwest Airlines (PSA). On 
July 9th, PSA’s reservations staff took an 
average of 21 seconds to answer the 
telephone and then another 124 seconds 
talking to the caller and following up. 
They should have done better—the target 
was 20 seconds to answer the telephone 
and 114 seconds of “talk and work time". 
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Mr Barkley's comment from his San Die- 
go headquarters: "If we went to 200 
seconds, we'd be out of business.” 

Actually, the PSA staff did pretty well. 
They went through the script—does the 
passenger want a return, or a Hertz car 
hire (Hertz pays PSA a commission)?— 
37,051 times. Only 1,426 calls were aban- 
doned, compared with a target limit of 
1,924. 
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But, for all that work, fewer than a " 
third of the callers actually booked seats _ 
on PSA’s aircraft. "People shop around”, | 
says Mr Barkley, a man with a laconic — 
"Our reservations centre costs — 


humour. 


$20m a year, of which over half is spent ` 


not booking a passenger.” 


Airlines everywhere, and especially in í 


deregulated America, are run on the _ 


finest of margins. Managements will try — 


almost any gimmick to get passengers to — 
fill seats. One American airline is experi- ~ 


menting with video-games on trips to - 


Nevada; British Airways charters Con- ۲ 


corde across a patch of ocean to give 8 - 


supersonic experience to those who are  - 
not rock stars or millionaires; JAL has — 
special flights for devotees of karaoke — 


passengers sing pop songs to pre-record- 


ed sound tracks, and can then watch their 


efforts on the inflight video. 
The gimmicks may fill aircraft. Who, 


after all, can resist $99 fares to cross the — 


American continent or—Eastern’s offer 
last month—to fly from New York to 
Miami? But filling aircraft is not the same 
as making money. The truth is that the 
world's airlines collectively still have only 
the appearance—not the reality—of 
health. It will be surprising if others do 
not follow Air Florida to the bankruptcy 
court. 

The world's 600-odd scheduled air- 
lines, excluding those of the Soviet Union 
and China, last year carried almost 800m 
passengers and made an operating profit 
estimated at $2 billion—but that was the 
first since 1979; was a mere 2% of reve- 
nue; and followed net losses swollen by 
interest payments to a total of $3.4 billion 
between 1980 and 1982. Last year's profit 
and this year's will simply be chipping at 
the mountain of debt (most of it denomi- 
nated in ever-strengthening dollars). 

lata underlines the point. Its members 
last made a profit (after interest) on their 
international services back in 1978. This 
year lata thinks they will be back in profit 
again— perhaps by $250m, after interest. 
Collectively that is too little, too late. The 


Too much red 


lata members’ financial results 
International scheduled services 
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Tail to tail, toe to toe 
accumulated losses after interest on lIata's 
international services between 1979 and 
last year total $6.2 billion. That looks bad 
enough. Add in the investment needed 
for the future and you might think every 
airline should be grounded. Over the next 
18 years the world's airlines will spend 
over $400 billion (in 1983 dollars) buving 
around 7,800 new aircraft, according to 
Europe's state-subsidised Airbus Indus- 
trie. America's Boeing talks of 3,850-odd 
new airliners worth $151 billion by 1995; 
and its fellow American, McDonnell 
Douglas, is predicting 4,716 new orders, 
worth $210.7 billion by 1998. 

Take your pick. Iata, always pessimis- 
tic when it comes to money, says its 
members will need $103 billion by 1993 to 
replace on their international services 
around 1,100 aircraft which are either too 
old or too noisy and to buy another 1,500 
airliners to accommodate traffic growth 
of 5.5% a year. According to Iata's calcu- 
lation that requires an operating profit 
before interest equal to 7.596 of reve- 
nues. Last year it was just 3.6%. The 
predictions for this year and next are just 
4.5% and 3.9%. 

But what do those figures really mean? 
Simply that the industry as a unit is 
financially unhealthy. But the industry is 
not a unit. It consists of hundreds of 
airlines competing furiously in America 
and less furiously—even collaborating— 
elsewhere. If the financial equation be- 
comes impossible, two things will hap- 
pen: the financing will become more 
imaginative and the number of airlines 
will get smaller. 

Financial imagination ought to be an 
urgent need for America’s airlines, bereft 
of state support. Operating revenues as a 
percentage of operating costs for the 
major American airlines—a ratio which 
does not include interest charges— 
dropped from 105.8% just before deregu- 
lation to 99.6% just after. And by this 
time last year the ratio had worsened to 
96.1%. The pendulum has now swung the 
other way, but for how long and for how 
many? The airline industry exaggerates 


American 





each economic cycle—and deregulation 
has increased the inherent volatility. 

Paradoxically, few seem to feel the 
urgency. Because the airlines’ traditional 
lenders—insurance companies and the 
like—no longer feel their loans are safe in 
a deregulated environment, the airlines 
have had to turn to the public. And the 
public has responded. Last year 28 air- 
lines went to the stock market 43 times 
and obtained almost $2.4 billion in equity 
or equity-related issues. And that record 
figure followed the raising of $800m in 
1982 and $400m in 1981. As one banker 
put it: We're all frustrated pilots, includ- 
ing you and me." 

The public, however, will get choos- 
ey—just as the banks and insurance com- 
panies have already. That will have two 
effects. First, it will reinforce the trend 
for airlines to lease their aircraft instead 
of buying them, American Airlines’ Mr 
Crandall talked recently of a “‘standar- 
ised" airliner produced in a run of 500 
units and bought by a single entity which 


Whose nightmare? 





would then lease the aircraft to the air- 
lines. Some scoff at Mr Crandall's “big 
leasing company in the sky" and argue 
that there must be benefits to ownership 
for the airlines, since otherwise there 
would be no leasing companies wanting to 
own the airliners in the first place. But the 
idea cannot be dismissed so casually. The 
function of an airline is to move people 
from one place to another. That does not 
mean necessarily owning aircraft. At the 
moment airlines pay handsomely to have 
their aircraft tailored to their individual 
requirements (items like customised gal- 
leys and toilets can add hundreds of 
thousands of dollars to an aircraft's pur- 
chase price). But a guaranteed large pro- 
duction run of à standardised aircraft 
would allow the manufacturer to cut costs 
and charge less. 

The second effect of public choosiness 
will be to hasten the industry's shakeout. 
Already there are signs of an incipient 
oligopoly in deregulated America. Last 
year American Airlines made record 
profits, while some low-cost carriers like 
Pacific Express were failing and other 
new entrants were teetering on the brink. 
It still remains easy to start an airline in 
America under deregulation—the free 
market extends to airport gates and slots 
as much as it does to fares. But sustaining 
the airline is another matter: the estab- 
lished carriers have learned to fight back, 
matching low fares and then killing the 
newcomer by putting on extra flights. 
Some new entrants, like Midway, have 
been forced to abandon the low-fare no- 
frills approach pioneered by People Ex- 
press in favour of an upmarket business 
class—which means they get more money 
for each passenger but not necessarily 
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Heres where the 
| advantages of MAlpine Charter 
really come home. 


When you have business away from home, 
home is never far from your thoughts. 

۱ That's because there are times when there's 

more at stake than just money. 

Along with the contracts and deadlines, 
business travel can put stresses on your health and 
family life which are hard to ignore. 

Chartering your own flight from MCAlpine 
means that you can usually get home the same day, 
however long your meeting takes. 

Avoiding the expense and inconvenience of 
staying overnight in hotels. 

In fact, on a surprising number of flights, 
McAlpine Charter can actually save you money. 

From the minute you arrive at our terminal at 
Luton International Airport, you'll know the 
McAlpine service is something special. 

Customs and check-in formalities take just 
minutes. Then you board immediately. 

Tosay that you get VIP treatment on your flight 
is an understatement. When you charter from 
McAlpine, it's like having your own personal airline. 





We can offer one of Europe's best selections of 
executive aircraft. So we've got the plane that suits 
your individual needs. And our Luton base is 
underan hour sdrivefrom central London, and easily 
accessible from the Midlands. 

Forfurther details, call MCAlpine Aviation today 
on 0582 24182, or fill in the coupon. 

We may not always be cheaper in terms of 
money. 

But think what we could save you in the long run. 


| C] Please call me to discuss my requirements | 
rm ` " Ar P 








Cl Please send me further information about MCAlpine Executive Charter 
Name | 
Title 
Company | 
| Addres | 
| ی‎ Pan ات‎ = ۱ 
MCALPI N McAlpine Aviation Ltd, Luton International 
| Airport, Luton, Beds LU2 9NT England. Tel: Luton | 


AVIATION 209232582 Telex: 82185/826056 Macar G 
| YOUR BUSINESS IS WORTH IT. P 
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more passengers. Most important of all, 
the traditional carriers like American or 
Delta, by creating hubs fed by their own 
route networks, have raised the financial 
stakes too high for most new entrants, 
since their only effective means of com- 
peting would be to form rival hubs. 

Oligopoly may be inevitable. It has, 
after all, happened in virtually every 
other industry, from making cars and 
washing-up liquid to making hamburgers. 
In none of those sectors does the consum- 
er seem to have suffered from the narrow- 
ing of choice. 

Nor need the consumer suffer from 
oligopoly in the airline industry. There 
should always be enough players in the 
game to ensure real competition—and so 
ensure innovation on behalf of the pas- 
senger. British Caledonian, for example, 
envisages a computerised auction for 
seats “at the back of the bus": instead of 
set stand-by fares, the airline would have 
a sliding scale—when demand dropped, 
so would the price. Admittedly the “hub- 
and-spokes” system has made it more 
difficult for new companies to penetrate 
the market, but the barriers are not 
impossibly high. A new airline, putative 
or actual, contacts the management of 
Los Angeles airport every week to ask 
advice on gate facilities and slots for 
landing and departure. The threat of new 
entrants keeps the incumbents on their 
mettle. And even if there were no such 
threat, there would still be the American 
judiciary: the case brought in the United 
States by the liquidator of Laker Airways 


. alleging collusion by the airline giants to 
destroy Laker is a salutary warning 


against limiting competition. It hardly 
matters whether the case is won or lost. 


Making do 
Oligopoly has already happened in mak- 
ing aircraft and their engines. There are 
only three main airframe makers: 
Boeing, McDonnell Douglas and Airbus 
Industrie (part of whose function is to 
prevent the emergence of an American 
monopoly). And there are only three 
main engine makers: Pratt & Whitney 
and General Electric in America and 
Rolls-Royce in Britain. The cost of devel- 
oping a new airframe and a new engine 
(around $2 billion for each) is such that all 
those companies are involved—or may 
soon be involved—in collaborative deals. 
Boeing, for example, works with the 
Japanese; and Rolls-Royce has separate 
partnerships with both Pratt and GE. 
Such collaborations might tempt mar- 
ket-rigging, except that they originate in 
the inability of the airlines to pay a price 
which would cover a manufacturer's 
costs. The weakness of the customers 
breeds desperation among the suppliers. 


Rolls-Royce, for example, is offering 
$2.5m for a 6.2% stake in Jet Express, a 
would-be clone of People Express, and is 
willing to arrange up to $40m in finance 
for the airline to procure secondhand 
Boeing 727s (none of which has Rolls 
engines). In return, Jet Express would 
buy two new Boeing 757s with Rolls 
engines for delivery in 1986—but in the 
end it may only lease the engines rather 
than buy them. 

The dream of Airbus Industrie is that 
the weakness is passing and that aircraft 
orders, which virtually collapsed in 1982, 
are building up towards a peak in 1988- 
89. That date coincides with the introduc- 
tion into service of the 150-seat Airbus 
A320, a fuel-efficient, electronics- 
jammed airliner on which the European 
consortium is pinning Europe's hopes of a 
viable commercial aircraft sector. Airbus 
believes it can sell 649 A320s (the break- 
even point might be the 600 mark) worth 
over $18 billion by the year 2002. And it 
dreams that by then it will be fielding a 
family of airliners—widebodied, twin-en- 
gined A300s and A310s; long-range, four- 
engined ۲۸116: and narrowbodied twin- 
engined A320s—to pit against the might 
of America's Boeing. 

Boeing, of course, says the dream can 
happen only at the expense of Europe's 
taxpayers. It hopes a direct answer to the 
A320 will not be needed; and that the 
airlines will prefer a cheaper solution to 
their needs—namely, improved versions 
of the Boeing 737 series. McDonnell 
Douglas argues likewise, and proffers its 
MD580 series, a superior kind of DC-9, 
That is selling very well, helped by ag- 
gressive financing, but is now long in the 
tooth, with only a limited development 
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potential. So McDonnell Douglas has à 
second answer: a propeller-driven airliner 
which will be as fast as today's jets and as 
quiet, yet use less fuel. All equipment 
makers—airframe and engine manufac- 
turers alike—agree that such an airliner is 
coming. The question is when. McDon- 
nell Douglas say the early to mid-1990s. 
The response from the competition is 
polite scorn, accusing McDonnell Doug- 
las of trying to gloss over the impending 
obsolescence of the MD80. 

All this presages some vicious rivalry 
between equipment makers from which 
the airlines can only benefit. Even as the 
efficient airlines reap large profits over 
the next three or four years, they will still 
be able to force the aircraft and engine 
makers into the hardest of bargains. The 
reason is that most airlines will still be 
unable to pay realistic prices, and so the 
manufacturers will still be making wh. 
amount to distress sales. 

One should not exaggerate the difficul- 
ty the airlines will have in finding finance 
to re-equip themselves. Mr Roger Bé- 
teille, general manager of Airbus, says 
confidently: “The basic capitalist system 
has always provided the goods." But the 
difficulty cannot be simply wished away. 
It exists because the inefficient airlines 
are kept alive by government protection. 
And while they live, they damage all 
around them. If the airlines were healthy, 
then so might be the manufacturers—and 
passengers would not have to subsidise 
through their taxes the aircraft they fly in. 
The best way into that virtuous circle 
would be for governments to end the 
subsidies they give their airlines and to 
allow all the freedoms of the air to all who 
want them. 
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ONLY GE CAN GIVE AIRLINES A NEW ENGINE 
WITH THE LOWEST OPERATING COST 
AND HIGHEST THRUST BY 1985. 





To increase the CF6-80C2 features advanced ۳۵ 
profits with- flowpath design to reduce pressure 0 
out sacrific- losses; refined cooling techniques for ۷ 
ing high improved turbine efficiency; plus | 
performance lighter, stronger, fewer parts. These ۵ 
or advanced add up to lowering the cost of engine has 
technology, ownership, by design, GE’s unique 
airlines can count on the GE design. 
Advantage that comes with the Best of all, airlines won't have to 
new CF6-80C2 engine. It's che wait until the 1990's for this cost- 
ideal combination of up to 62,000 conscious engine to come off the id 
lbs. of thrust and a record-breaking drawing boards. The CF6-80C2 will Suy a terete TIT | 
low in specific fuel consumption. be ready to fly next year. And that ` m 
Using GE/NASA technology will give CF6-80C2 owners the GE 
developed in the E’ engine project, Advantage over competing airlines. _ 


YOU NEED GE 
TO GEI THE ADVANTAGE. 
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The best value for money i in the world 
of airport/ duty free shopping! 


Dubai...‏ سب سوت 

Located in the ‘centre’ of the East-West flight routes, has traditionally been 
the crossroads of trade in the Middle East. 

Today, a modern, progressive city, Dubai offers the world's lowest Duty 
Free prices at its new, elegant airport shopping complex. 

Whether yourre flying into Dubai or just passing by, enjoy a great shopping 
spree at Dubai International Airport. Choose from our excellent variety of 
exclusive items - jewellery, perfumes, electronics, cameras, carpets, 


tobacco and more... 


Fly via Dubai and pick up a world of 
bargains on your way. 


DUBAI INTERNATIONAL AIRPORT , 
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The Belgrano: why not come 
clean? 


The two-year-long efforts of the ministry 
of defence to suppress details of the 
sinking of the Argentine cruiser, the 

neral Belgrano, during the Falklands 

r produced this week the predictable 
'esult: leaks, further embarrassing public- 
sty and another stir to the controversy. 
Whe ministry’s inept handling of the affair 
nas achieved the near unthinkable. It has 
"urned the eccentric Labour MP, Mr Tam 
Dalyell, into a parliamentary hero and it 
mas bolstered his claim that the cruiser 
was deliberately sunk to sabotage peace 
alks. 

Behind the new fracas are three docu- 
ments leaked by a ministry official to Mr 
Dalyell, suggesting ways in which the 
lefence secretary, Mr Michael Heseltine, 
should respond to questioning on the 
affair. In effect, they urge him to adopt a 
‘avourite government tactic with uncom- 
'ortable issues: say as little as possible. 
Mr Dalyell sent the documents to the 
touse of commons foreign affairs corm- 
nittee—one of the bodies Mr Heseltine 
was advised to fob off. The documents 
'ome under the Official Secrets Act, so 
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the committee virtuously sent them back 
to the ministry. The resulting search for 
the source of the leak forced the issue into 
the open: lucky timing for the govern- 
ment. Parliament does not come back 
until the end of October. 

The documents say more about the 
passion for concealment and secrecy in 
Mrs Thatcher's government than about 
the General Belgrano affair itself. The 
government has never maintained the 
sinking of the ship outside the declared 
total exclusion zone was anything other 
than an extraordinary act, occasioned by 
the extreme danger the task force com- 
mander, Rear-Admiral Sandy Wood- 
ward, felt he was in as he approached the 
Falklands. Throughout April 1982, an 
argument had been raging between the 
navy and the war cabinet—and within the 
cabinet, between the foreign office, the 
lawyers and the rest—over the status of 
the total exclusion zone (TEZ), with the 
task force demanding greater freedom to 
attack the big Argentine ships known to 
be cruising outside the zone. It was re- 
vealed this week that the cabinet author- 


ised another submarine, HMS Splendid, 
to attack the aircraft carrier Veinticinco 
de Mayo, on April 30th—if it could find 
it. This was two days before the General 
Belgrano authorisation, but two days af- 
ter the Argentine junta had rejected the 
peace proposals of Mr Alexander Haig. 
HMS Splendid never found the aircraft 
carrier. HMS Conqueror asked for its 
authorisation with the General Belgrano 
in its sights. 

Under pressure from the task force, the 
government declared on April 26th that 
enemy ships might be attacked wherever 


they were considered a threat. Hence Mr - 


Dalyell's constant question: was the Gen- 
eral Belgrano really a threat? And if so, 
why did the submarine need new rules of 
engagement to attack it? (The answer is 
that submarines were operating to differ- 
ent rules from the surface ships: they 
required specific authorisation to attack a 
target outside the TEZ.) 

Mr Dalyell has made great play of the 
thesis that, since the General Belgrano 
was sailing away from the task force at the 
time it was sunk, it cannot have constitut- 
ed a threat at all. Besides, if the cabinet 
was going to change the rules for the 
submarines, why not tell the Argentines 
first and give them the chance to retreat? 
The government has tied itself into knots 
because it is unwilling to admit that the 
strategic balance confronting Admiral 
Woodward at this stage was appalling: 
any opportunity to eliminate the two 
major ships facing him, the cruiser and 
the aircraft carrier, could not be missed. 
The day before the General Belgrano was 
attacked, Argentine Seahawks had al- 
ready attacked HMS Glamorgan and al- 
most sunk her. The decision to sink the 
General Belgrano was hardly a unilateral 
escalation of the war. 

Argentine sources have since admitted 
that they planned precisely the encircling 
manoeuvre which the British command- 
ers feared and which the attack on the 
General Belgrano managed to forestall. 
By stunning the Argentine navy into 
flight, the sinking was probably. the turn- 
ing point in the war—a view confirmed by 
the Argentine navy commander in a re- 
cent BBC Panorama documentary. 
Above all, it permitted an unopposed 
landing at San Carlos. 

What has mystified Mrs Thatcher's 
apologists, including many Falklands 
veterans, is what she thinks she gains by 
not publishing a full statement on the 
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Not so loony 
Binns 


The enormous mansion of The Binns 
looks out across the Firth of Forth, a 
monument to the fortunes Scots lawyers 
could make when they came south in the 
court of their King James VI. The house 
is now a popular attraction of the Na- 
tional Trust for Scotland. But its owner 
still lives in a flat there, and has for 22 
years represented the miners, engineers 
and many unemployed folk of the sur- 
rounding Lothians. 

Mr Tam Dalyell—he has dropped the 
territorial addition “of the Binns’’—is a 
Labour toff, who bellows like the old 
Etonian he is, but whose commitment to 
humane and sometimes loopy socialist 
notions is doubted by none. He used to 
plague ministers to pay for children to go 
to school on cruise ships. Then he made 
a huge fuss about the booby birds of 
Diego Garcia. 

Now his thing is the Falklands war, 
how wrong it was, and how Mrs Thatch- 
er and her ministers lied about it. Last 
month documents appeared in his mail 
letting one civil service cat, if it is a cat, 
out of the bag, if it was a bag. Even if 
they weren't, Mr Dalyell is certain 
to persist. 

His reasoning—set out, before the 
latest revelations, in an extremely bad 
book—is: hopeless. But his motives are 
unquestioned. If there has to be à house 
of commons with backbenchers in it, 
then some of those backbenchers should 
have no ambition of ministerial office, 
insatiable curiosity, and a total lack of 
fear of being thought ridiculous. The 
penpan thinks Mr Dalyell a con- 
ounded nuisance. A necessary one. 





affair. The attack on the General Belgrano 
killed 368 men, far more than anticipated. 
Concern remains understandable. 

Yet, given the state of the war at the 
time, the sinking was a justifiable deci- 
sion. No evidence has been produced to 
prove ministers had knowledge of any 
revived peace initiative when they or- 
dered the sinking. Previous and later 
events suggested such an initiative would 
anyway have been abortive. There can be 
no national security reasons for continued 
concealment. As the decision seems so 
defensible, why not defend it? 


Pay 
The price of a job 





To look at the pattern of pay, it is hard to 
believe that one British worker in eight is 
out of work. For months now, the rate of 
increase in earnings has been both steady 
and high. The department of employ- 
ment’s estimate of the underlying rate of 
increase of average earnings has stuck at 
73% for every month but one since Au- 
gust last year. In manufacturing, the 
underlying rate has wobbled between 
91% and 9196 since last September, after 
six months at just under 9%. The CBI's 
average of settlements in manufacturing 
was at 6.1% in the second quarter of this 
year—slightly up on the going rate 
through 1983, and just where it was at the 
end of 1982. AII these figures are above 
the annual rate of increase in retail prices, 
which has levelled out at about 5%. Real 
wages are still moving steadily upwards— 
while seasonally adjusted unemployment 
still breaks new records each month. 

For the government, that is dismal. 
"One man's pay increase is another man's 
job", Harold Wilson used to say, and the 
latest statistics all chant that he is right. 
This week brought the news that the 
longer leading cyclical indicator—a pre- 
dictor of economic activity in 12 months' 
time—had fallen for the fourth successive 
month. In the autumn ministers will have 
to issue more warnings that British work- 
ers are pricing themselves out of their 
jobs. 

The Confederation of British Industry 
is clearly anxious. A new review of the 
prospects for pay and productivity says 
the "climate is hardening". It fears that 
employers who suddenly find themselves 
making comfortable profits again may be 
giving in too readily to employee pres- 
sures to recover ground lost during the 
recession. "It is essential", it reminds 
members, “that companies remember the 
business cycle and do not build in costs 
that they cannot live with in the down- 
turn". The CBI wants to see wage settle- 
ments moving back “firmly” below 5%. It 


seems unlikely to succeed. 

"It's been a terrible August," said one 
public-sector pay negotiator wearily this 
week. Normally, by the time the unions 
are packing their bags for their annual 
jamboree by the sea, the big pay talks are 
over and everybody is beginning to eye 
the autumn's pacemakers. Instead, most 
of the key settlements in the public sector 
are still stranded. 

There are, of course, the miners. But 
there are also the teachers (whose arbitra- 
tion hearings took place this week), the 
civil servants (who got another flea in 
their ear from the treasury last week), 
two national health service unions (white- 
collar NHS workers settled for 4.5% this 
*week) and the police. The police enjoy a 
pay formula which ties their increases to 
the annual rise in earnings each May. This 
year, by a neat irony, that figure was 
depressed by the absence of a settlemen 
in the miners’ dispute, the policing of 
which has swollen the overtime earnings 
of the force. 

The award recommended for teachers 
should be announced by the end of this 
month—a few days before the end of the 
English school holidays. It will pose prob- 
lems for the government. Teachers have 
already been offered 4.5% and turned it 
down. They have built up a powerful 
sense of injustice over the fall in their 
relative pay, and have noted the large 
award to nurses (with whom they tend to 
compare themselves) at the start of the 
summer. It will be hard for the arbitrators 
not to recommend more than 4.5%. If 
they do, and the government accepts, the 
civil service dispute will be more difficult 
to resolve. Ministers probably reckon 
they have more to lose from striking 
teachers than stroppy civil servants. But if 
teachers get more than 4.5%, local au- 
thorities will complain—some of then 
reckon they cannot afford the original 
offer. 

Remarkably, pay settlements in the last 
year have been concentrated in à narrow 
band. Most public-sector increases have 
been between 4% and 5.2%; most in the 
private sector between 4% and 8%, with 
bunching between 5% and 7.5%. In the 
public sector this compression has reflect- 
ed the need to keep within cash limits: in 
the private, the difficulty of managing pay 
rises in a period of economic recovery. 

Earnings have varied more widely than 
pay settlements. Everywhere, white-col- 
lar workers seem to have done better than 
manual workers. The main flexibility in 
manual workers' pay is provided by over- 
time and bonus payments—which tend to 
provide a rough and ready way of adjust- 
ing earnings to reflect variations in local 
job markets, including the public sector. 
For white-collar workers, the main rea- 
son why earnings drift above settlement 
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: In the past wë years, British trade unions 
have lost at least two million members. 
They now speak for significantly less than 
half of the country's workers. When just 
“over 1,100 delegates assemble for the 
116th. annual congress of the TUC 
(Trades Union Congress) on September 
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The government's trade union laws, ex- 
travagantly flouted by the miners, are 
now being prodded from another quar- 
ter. 


| agreement with the National and Local 
Government Officers ^ Association 


(Nalgo) and three other unions. The deal 
specifies ` that nobody outside these 


unions will share its benefits, 


Around 500 of the 3 ,000 white-collar 


staff at Greenwich do not belong to 
unions. Of these, perhaps a third will be 
using the new technology, and therefore 
stand to lose out on benefits including 


one-off payments of up to £500, extra - 
leave and interest-free loans for travel, | 


car purchase and parking. 

Workers do not usually have to pay 
union dues to gather the fruits of collec- 
tive bargaining. The Trades Union Con- 
gress says that agreements negotiated on 
behalf of the 10m members of its affiliat- 
ed unions affect around 17m employees. 
But why, ask Greenwich's Labour coun- 
cillors and union members, should any- 
one cash in on the privileges of a club 
they will not deign to join? 

Why indeed? Except that the council 
could. be breaking the law. Under the 
1980 POE act, it iS an offence for 


The 10. Im figure is bumped up by 
various wheezes—like counting in retired 
members, which the TUC allows if the 
union pays the 60p per member annual 
TUC levy. The National Union of 
Mineworkers affiliates 208,000 members, 
but there are only 180,000 NUM miners 
employed in the industry. The 10.1m 
were counted at the end of 1983, Since 
then a further quarter of a million mem- 
bers will have lapsed, including those who 
have lost their jobs in manufacturing. The 
jo of decline, which has slackened from 
600,000 a year in 1980 and 1981 to about 
400,000 last year and this, means the 
realistic figure of trade union member- 





ship now is nearer 9m. 
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Left-wing leaders of Greenwich 
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service or high technology businesses 
where unions have no roots. 
As the chart shows, it is the giants of 


the TUC which have lost the most mem- 
bers in Britain. The transport and general 


workers, the engineers and the general 


` and municipal workers have each lost 


between a quarter and a fifth of their 
huge membership in less than five years. 
But the top 10 unions still account for the 
same 64% of all union membership as 
they did in 1979. The ranking of the five 
largest unions also shows no change when 
1979 and 1983 are compared. 

Of the seven unions which have seen 


their numbers rise since 1979, only two 
are really big. They represent the health 
service and local government white-collar 
workers. One other public-sector union is 
among the gainers—the post office engi- 
neers—though they are due to be priva- 
tised. They have gained 5,000 members 
while their employers BT have shed 
15,000 jobs. The other growers are in the 
printing industry (Sogat ‘82 and the 
NGA, helped by the disappearance of the 
old Natsopa print union in 1982), finan- 
cial services, and among white-collar en- 
gineers (where the AUEW’s Tass section 
appears to be attracting members from 


Thatcher’s Whitehall 


Mrs Thatcher has long declared her 
ambition to streamline Whitehall to 
make it a more effective tool for the 
implementation of her policies. Yet, 
apart from the abolition of the civil 
service department, formal changes in 
the machinery of government have been 
remarkable by their absence. It has 
seemed that Mrs Thatcher has lost inter- 
est in the subject. Not so. Radical 
changes have occurred, but they have 
been the results of the prime minister's 
style of government rather than of any 
coherent decision. Some have achieved 
the intention of bending Whitehall more 
closely to the prime minister's will. Oth- 
ers have appeared to undermine the 
constitutional distance between the civil 
service and politicians; these have left 
many civil servants confused and 
demoralised. 

When Mrs Thatcher took office in 
1979, she wanted a radical change in the 
whole role of government, and suspected 
that conservative Whitehall mandarins 
would hinder rather than help her. It'is a 
view she shared with such left-wing La- 
bour politicians as Mr Tony Benn. 

One mechanism usually advocated to 
assert political prerogatives over the bu- 
reaucracy is the deployment of political 
appointees in senior civil service posts. 
President Mitterrand did this for his first 
year of power, and the new Labour 
government in Australia is considering 
it. Britain's next Labour government will 
be strongly pressed by its left wing to do 
the same. Yet it is a solution already 
under attack in the country where it is 
most widely used, the United States, 
where some 3,000 jobs change hands 
when a new administration takes over. 
While such appointees are fine on poli- 
tics, they tend to stay in their posts such a 
short time—the average length is now 
less than two years—that they seldom 
master the administration and end by 
succumbing to the bureaucrats. 

A report this year by the General 
Accounting Office (America's watchdog 
of the public purse) declared that the 
problems of management continuity in 


Washington's department of housing 
and urban development were so great 
that they could only be solved by a non- 
partisan appointment at the top. The 
Reagan administration has not yet ac- 
cepted the recommendation, but it is a 
significant contradiction of accepted 
wisdom. 

Mrs Thatcher explicitly rejected the 
traditional American route. She discour- 
aged, and eventually limited, ministers’ 
freedom to employ even junior political 
advisers. She kept only a minimal politi- 
cal office in Downing Street, rejecting 
any idea of a "Kitchen cabinet" on the 
grounds that “my cabinet are my politi- 
cal advisers". This has not prevented her 
from hiring occasional advisers, such as 
Professor Alan Walters and Sir Anthony 
Parsons. But none has acquired the in- 
fluence enjoyed by their equivalents in 
Washington. She has formally adhered 
to the principle that elected ministers 
make policy, officials execute it and 
nobody else should come between them. 
Mrs Thatcher has therefore had to pro- 
ceed towards positive government by a 
more circuitous route. 

@ She has built up a united cabinet. 
Initially, like her predecessors, she set up 
a cabinet committee, codenamed Misc- 
(ellaneous) 14, to focus ministers' atten- 
tion beyond the horizon of their depart- 
mental preoccupations. It did not work. 
Ministers preferred to fight for money 
and legislation rather than risk sacrificing 
immediate goals to longer-term govern- 
ment policy. This was especially true in 
the early days when the Thatcher cabinet 
contained a predominance of wets, many 
of them instinctively hostile to the prime 
minister's radicalism. Her 1983 cabinet is 
both individually and collectively far 
closer to her in outlook. 

@ She has disbanded the former cabinet 
office think-tank, a group of apolitical 
appointees which never found it easy to 
give overtly political advice. The think- 
tank has been replaced by an expanded 
policy unit at No 10 under Mr John 
Redwood. Its job is to monitor policy 
implementation and chart future devel- 





weaker unions—such as Apex, whose 
decline of 33.8% is the steepest of all). 

There have been surprisingly few union 
mergers in the past five years. The total of 
unions affiliated to the TUC has fallen 
only from 112 to 98. But Mr Gavin Laird, 
secretary of the AUEW, thinks that fig- 
ure of 98 will halve in the next 10 years, as 
rising overheads bump up against falling 
rolls for more of the weaker unions. 

That will affect the balance of power 
within the TUC. Since last year's 
changes, places on the ruling general 
council are no longer shared out simply 
on numbers of members. This year 76 





Keep out of my kitchen 


opments in a more overtly partisan 
sense. Its composition is largely political, 
and it enjoys direct access to the prime 
minister's weekend box of policy papers. 
@ She has fully used her power to ap- 
point departmental permanent secretar- 
ies. No fewer than nine retired during 
her first term. Their seats have gone to 
the kind of men she felt could be relied 
on to push her policies into action: see, 
for instance, the swift elevation of her 
former private secretary, Sir Clive Whit- 
more, to the head of the defence minis- 
try. They are not so much "yes" as "can 
do" men. They will not waste valuable 
time reopening questions that politicians 
regard as closed. 

@ She has involved senior officials more 
closely in working out the details of 
policy. Standing cabinet committees— 
like those concerned with the economy, 
home affairs and defence—meet less 
frequently, and have less of an automatic 
agenda. A more usual pattern is for a 
bilateral meeting to be held between the 
prime minister and the minister con- 
cerned, and then for a small working 
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ministers and officials to discuss 
how to implement it. Issues 
been treated in this way have 
m the decision to forbid trade 
GCHQ to the establishment of 
cal and vocational training ini- 






















Neither was decided: by a tradi- 
i | cabinet meeting or “cabinet 
committee. 


. The prime minister is particularly 
averse to horizontal Whitehall commit- 
es, designed to integrate the approach 
umber of departments to a problem 
nsure that the interest of each is 
` protected: When she was secretary of 
di state for education, she did her best to 
“keep her department out of the Joint 
| Approach to. Social Policy exercise that 
+ was then all the rage. If a department 
- knows what to do and has cleared it with 
: Downing Street, it should do it—without 
S5 asking anybody else for permission. 
When the new system works, it works 
well. ny vocational ال‎ the combi- 



























t Mr Geoffrey Hol- 
lirector; and an energetic 
"min Mr Peter Morrison, 
y combined to give a clear lead (for 
8s the first time) on a crucial part of labour 
-. market policies. So absorbed is Mr Mor- 
orison in administrative detail, and so 
committed are Mr Holland and Mr 
Young to the goverment's objectives, 
"that. an outsider would find it hard to tell 
«which was the minister and which the 
i officials. 
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Cash in hand 


The chancellor of the exchequer's bright- 
est budget wheeze this year was a new 
system for charging value added tax on 
imports. From. October Ist, 
would have to pay their Vat when the 
goods were landed. That would replace 
the present System which in effect subsi- 
dises importers, since the excise does not 
take their money until, on average, 11 
weeks after = TAVE koa their goods 
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prime minister's own personal style of 


leadership: direct, impetuous and un- 
concerned with consensus—indeed often 
hostile to the dilution which any search 
for consensus might produce. Changes in 
government structure play little part in 
this. | 

One essential of the new approach is a 
greater political involvement of senior 
civil servants in policy formation. Many 
of them wonder whether they are not 
being sucked into an excessive identifica- 
tion with the present government's polit- 
ical goals. 

British civil servants have traditionally 
maintained a degree of independence 


from the political process. They have 


kept themselves a professional corps 
d'elite with a strong sense of loyalty 
cutting across departments. They retain 
close links with outside bodies within the 
aegis of their departments—industries, 
universities, trade unions. That allows 
them to act as brokers between such 
bodies and incoming ministers. They 
need to distance themselves a little from 
government: "Sorry, old boy, I don't 
like this policy any more than you do". 
The Thatcher government has chal- 
lenged much of this tradition. It wishes 
to break the power of vested interest 
groups with whom civil servants have 
close links. It appears to require civil 
servants to be more supportive of their 
ministers' policies and prejudices. At the 
same time the government has lost none 
of its instinctive suspicion of their work. 
In the words of Sir lan Bancroft, the last 
head of the civil service department, it 
faintly praises them through gritted 


5 teeth. 


Relations between the Thatcher gov- 
ernment and parts of-the civil service are 
not good. The trade union ban at ۵ 
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ministers. 
Civil servants have always felt a 
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BRITAIN 


delay gives the customs and excise longer 
to prepare. 

Importers can apply for a licence which 
allows their Vat to be paid once a month 
by direct debit from their bank accounts, 
instead of by cash or banker's draft at the 
port. Customs and excise promised that 
applications received before July 31st 
would be processed in time for the Octo- 
ber Ist deadline. But by the end of last 
month it had received only 10,000 of the 
35,000 application forms it had sent out. 
Since Britain has around 55,000 regular 
importers, that meant that after October 
most goods would have to arrive with 
cash-on-the-nail, or be impounded. That 
would bring chaos. 

One reason for the slow response was 
that the customs insisted on a bank guar- 
antee to cover each importer's Vat liabil- 
ity. Many banks were reluctant to grant 
guarantees for millions of pounds, espe- 
cially for firms of importing agents, which 
are often small businesses with skimpy 
assets. The authorities have explained 
their difficulties to the banks, which, it 
seems, are now more willing to put their 
depositors' money on the line. But bank 
guarantees pre-empt part of firms' over- 
draft facilities, reducing their liquidity 





The summer trail of tourists has been 
wending its way along Scotland's worst 
but most beautiful trunk road. Unusual 
sunshine has added to the queues of 
caravans and articulated lorries using the 
westward A82 route by Loch Lomond to 
the highlands. The tourists are getting all 
this scenery for free. The locals worry 
that they are getting all this pollution 
without enough of the economic 
benefits. 

The economics of tourism are adding a 
new twist to an already complex debate 
Over access to and conservation of a 
beautiful lake situated barely 20 miles 
from a huge centre of population, the 
Glasgow end of Scotland's central indus- 
trial belt. In late 1982 the local authori- 
ties published a grandiose plan for Loch 
Lomond right down to a policy for 
badgers. The thrust was to divide the 
whole area—the actual loch is 22 miles 
long and five miles at its widest—into six 
zones with specific priority areas for 

. walkers, wildlife, watersportsmen and 
farmers. 

Tea rooms and marinas would be 
tightly controlled, but a new hydro- 
electric power station would be allowed 
to go ahead. That plan was followed by a 
public inquiry last March, and the Scot- 
tish office official who ran it is due to 
report before the end of next month. 
Despite vociferous objections from land- 
owners (one told the inquiry he was 
worried about Glaswegians or foreigners 
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and raising their borrowing costs. 

Forgetting the clumsy handling of the 
changeover, does the new scheme really 
make sense? It undoubtedly means more 
paperwork at the ports, where a delay of 
one hour for one lorry driver is also a 
delay of one hour for 50 others behind. 

The new rules will be the same as those 
for the rest of Europe. But the European 
Commission wanted to replace them with 
the system Britain is now discarding, in 
the interests of fewer border formalities 
and a more open common market. Gov- 
ernments were less than keen. Deferring 
Vat costs money in the year it is intro- 
duced. That was why Mr Lawson felt free 
to produce his rabbit, and why you should 
avoid Dover on November Ist. 


Ulster 


Prodded into 
protests 





The debacle in Belfast has left forces of 
Protestant moderation in Ulster weak- 
ened and demoralised. The Royal Ulster 
Constabulary, which in Sir John Hermon 


falling into bogs or tumbling off cliffs) 
and those who want to keep Scottish 
land wild, locals reckon that some form 
of plan will be pushed through if the 
Scottish secretary, Mr George Younger, 
stays long enough in the job. 

The watersportsmen are resigned to 
some sort of control over the conflicting 
interests of anglers, water-skiers and 
oarsmen. Nobody is very keen on à 
heavy-handed corps of rangers popping 
out from behind every tree. But, equal- 
ly, more people towing boats to Loch 
Lomond, or walking their dogs around 
parts of it, will invite controls of some 
kind. 

The continuing upgrading of the A82 
ON " ۱7 TUNES A 
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has a humane chief constable, was left in 
the lurch when the Northern Ireland 
secretary, Mr James Prior, confessed he 
had been mistaken in banning the Ameri- 
can agitator, Mr Martin Galvin, from 
Northern Ireland. It was the RUC's job 
to carry out an order that their political 
chief said was a blunder. Sir John Her- 
mon was obliged publicly to defend the 
law as it stood, and thus disagree with Mr 
Prior. 

At the same time, the RUC came 
under attack from Belfast Protestants. 
For several days, the police faced angry 
loyalist mobs in the Shankill Road, pro- 
testing against the prosecution of alleged 
Protestant terrorists on the evidence of 
paid informers. The appeal of 14 local 
men is due next month. The violence was 
partly a normal ritual of the "marching 
season", when militants of all stripes take 
to the streets in sectarian shows o 
strength. But it was also a warning shot to 
the next secretary of state for Northern 
Ireland, not to underestimate the intran- 
sigence of Ulster Protestants. 

Irritation with the British reaction to 
the Galvin affray united the two main 
unionist parties which, exceptionally, 
buried their differences to recall the 







will of itself change things. As a better 
road it will draw in more tourists to pass 
through. Its many little diversions from 
the original lochside route will provide 
useful havens for picnickers and their 
motor cars. Unlike England and Wales, 
Scotland has no proper national parks— 
partly because there is no law of trespass 
to create a need for managed access to 
countryside. 

For its most ambitious, formal propos- 
als, the Loch Lomond plan would need 
legislation. That would probably be a 
waste of everybody's time. Less detailed 
planning but a more decisive strategy to 
concentrate the tourists where they will 
not spoil their own view would be a 
better way to channel natural growth 
without turning Loch Lomond into an- 
other Windermere or Lake Geneva. 
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ans. ; tabloid press this week found 
sel embroiled in the latest and fiercest 
attle of its three-year circulation war, to 
ie. delight of readers and a chorus of 
isapproval from: its upmarket rivals. 

lespairing executives on each of the five 
tles had been praying for a truce in the 
immer silly season. Some had even 
oped that a truce might become peace, 

aowing: that giveaway promotions have 
3 lasting i impact on sales: three years of 
ngo trench Warfare has left mem virtu- 


age یی‎ a ee coupon, Mr 
axwell's own picture (twice) and a 
eeky purloining < of the SAS slogan 
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Buying c circulation is nothing new 


straightforward lottery. 
Not since Mr Rupert Murdoch stormed 


the Mirror's previous pre-eminence with 


the bare-breasted page-three girls of the 
Sun in 1970 has Fleet Street seen such 
pandering to basic instincts. Even Mr 
Murdoch had regarded his front-page 
lead as reserved for news of some descrip- 
tion. He has been upstaged at his own 
game. The result has been a week in 


which tabloid front pages have been 


cleared for battle as Mr Maxwell's rivals 
raced forward reinforcements. Unlike im- 
provements to the content of à paper, 
giveaway promotions can be drummed up 
by editors (or more usually managers). 
with temporary readership loyalty en- 
sured by sequences of numbers in suc- 
ceeding issues. By this Monday, when the 
Mirror launched its campaign, the Star 
and the Express were also offering read- 
ers £1m. The Sun jazzed up its bingo and 
threw in Concorde trips as prizes. Girls 
draped in coupons adorned every 
masthead. 

Why the panic? First, it is an article of 
faith in Fleet Street that when this war is 
over, at least one title will have closed. 
This is an assumption with little evidence 


to support it. All the groups involved are 


fat with cash from the recent Reuters 
flotation. They are ruled by idiosyncratic 
proprietors who have long proved their 
readiness to run up huge losses rather 
than see their titles fall to a rival. Other 
moneybags (Dr Ashraf Marwan, Mr 
Robert Holmes à Court) still want to buy 


. into the newspaper business. 


Second, given the large circulation of 


Britain's popular dailies, even a marginal 


gain can mean big money—temporarily. 
A 10% sales rise for the Mirror grosses 


£18m- 20m a year from the cover price _ 
alone. A promotion which enables the . | 


Sun to add 2p to its price grosses £25m. 
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increased new orders, a robust 29% rise of capital expenditure and marked the first nine months of the current financial y year ef. 
investment to £ 364m, and somewhat improved overall employment Siemens AG. 


With new orders of £ 9,585m worldwide, Siemens improved on last figured significantly in these guina, dominated by components. with. 
year's comparable figure by 3%. Disregarding power plant business, over 40% more orders. 

which contributed several major orders to last year's total, third-quarter £ 

growth in new orders was as high as 9%. German domestic orders id 10/82 toi V 70/83 to 

again rose to £ 4,807 m. Excluding power plant business, this is equiva- in£m Y | 

Jent to a 13% increase. International orders were up 6% to £4,778m. Mew ordi 

A decline in orders from the oil and raw materials producing countries Domestic business 

was offset by sizable increases from the industrial countries of Europe international business 
and, more notably, the United Saas Electronic products and systems - = > 
Worldwide sales rose 7% above last year's comparable levels, attaining 

£7,975m. This growth was generated primarily by German domestic 

business, which rose 11% to £3,686m. By contrast, international business 

increased 3%. In sales, too, the Components Group showed the highest == —— : 
growth with an increase of 20%. Domestic business 
Siemens anticipates an annual sales increase of more than 10% over international business 
1982/83 to approximately £ 12bn for the current financial year. 


Orders in hand grew 10% to £16,711m. With the pickup of business in 
many sectors, inventory rose to £5,817m (last year: £ 4,794m). 


As order trends improved, employment stabilized in many Siemens 0/9/8' : y T c 
manufacturing facilities. However, not all operating groups have benefit- : rur ! Seto ee quc 
ed equally. At 313,000, the number of Siemens employees worldwide ed sa اه‎ eee a i 
was the same as on 30 September 1983. The number of employees Domestic operations ۱ ie | EN 

in the Federal Republic of Germany and Berlin (West) dropped 1% to International operations 

210,000, but this was due solely to the seasonal loss of temporarily 

employed students and trainees. Adjusted for this seasonal factor, the 

size of the German work force increased by 2,000. Siemens’ employ- 

ment abroad aiso rose by 2,000 employees, due largely to the first-time 

inclusion of several new companies. 

While the average number of employees fell 1% to 312,000, employment 

cost rose 5% to £ 3,436m. 


Net income after taxes was £ 170m (last year: £ 143m). The net profit 
margin was thus 2.1% as against 1.9% for the comparable period last 
year. ۰ 


All amounts translated at Frankfurt middle rate on 29/6/84: £1 = DM 3.7670. 
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. MrCharles Knapp, the driving force 


behind the troubled Financial effective control. The banks were oil company, made a £104m 
Corporation of America, the unwilling to accept a 3096 write-off takeover bid for Premier 

country's biggest thrift, had his on their loans. Consolidated Oilfields, another oil 
powers asbosstrimmedina — ۰ 1 independent. ^ 
confidence-boosting board reshuffle. Foreign investors buying American 

The company, which reported a corporate bearer bonds will be After several postponements, the 
restated second-quarter loss of exempt from all withholding taxes, Chicago Mercantile Exchange and 


.$107.5m, raised $222m by selling its - 


5% stake in American Express. Exchange now say they will link their | 

0 After four months’ debate, Costa futures trading operationsin — | 

Scottish dockers walked out Rica approved a package of financial | Eurodollar deposits, yen and D- EM. 

because British Steel used measures, paving the way for a marks from September 7th. M 

unregistered labour to unload coal at $60m loan from the IMF. E 

. Hunterston for its Ravenscraig plant Australia’s (pre-election?) budget — | 

which has been starved of fuel by the cut income taxes and imposed a E 
coal strike. 10% tax on wine. "fs 


Brazil and the IMF continued talks 
on a new letter of intent—the sixth. 
The IMF wants Brazil to use some of 
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have left Sweden's Electrolux in 
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Carless, Capel & Leonard, a British | 


the Singapore International Monetary | 
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The Bank of China is to build a new 
72-storey headquarters in Hongkong 
at an estimated cost of $126m. The 


1 
| 


its growing foreign exchange architect is I. M. Pei, the Chinese- ^i 
reserves to buy imports, so as to American who also designed Robert | 
help keep inflation down. Kennedy's grave at Arlington. | 
French cognac producer Remy British Petroleum abandoned hope 
Martin is to increase its indirect British airship manufacturer Airship of a big oil find in the South China  . 
shareholding in Nicolas, the loss- Industries suspended its shares, Sea. First Mukluk, now no luck. 

making table-wine company. saying that it again needs more cash. | Bt 


Citicorp is to offer insurance policies 


Banco di Roma announced it was 


Four Republican senators from farm 
states told President Reagan that 




















in its New York branches, under an closing its representative office in import restrictions on Chinese a 
nt with American Bahrain—the second bank to do so textiles could put $500m-worth of 
International Life Insurance. this year. American agricultural exports at risk. 

۱ à < 3 8 | E SS SS a H 
Foreign bank creditors rejected a British merchant bank Samuel iy 
rescue plan for Zanussi, the Italian Montagu is sponsoring a $22m plan Economic and financial indicators 7 
electrical-goods maker, which would to invest in Hollywood films. are on pages 81-82. 

z E l 2 n 
Corporate scorecard 2 
———— "-—- ww" E 
| Net % cha % cha è 
۱ profit on =p Sales on comp 9 
Company Period $m* period  $m* period Comment 
Charter H Jun 30 648 2,510 -4 The American oil company is suff from essed demand 
ds : and iower prices lor eR RUN ERR M TE" 
Consolidated Foods Y Jun 30 188 *10 7,000 *7 Reduced earnings from drinks were more than offset 
ore یت‎ the American conglomerate's یا‎ re 
5 and clothing interests. 
De Beers H Jun 30 273 +33 — — The diamond market has improved, with demand ading to 
Mines beter quality stones. But De Beers stil cares a large diamond 
‘Hoechst H Jun 30 +84 7,650 +14 Almost all operations contributed to the West German chemical | 
۱ از ۱ و‎ | increased profits. Agricultural chemicals showed | 
the strongest growth. ue 
Philips ! H Jun 30 204 «99 7,930 +17 The Dutch electronics multinational's sharpest sales growth was 
Lampe Holding - in industrial supplies. Batteries and lighting also did well 
W. H. Smith Y Jun 2 63 +63 1,430 +13 News and book wholesaling performed at the 
| British high-street chain. Losses on distribution publish- 
4 ing were reduced. 
Standard H Jun 30 74 +3 — — Increased bad debt provisions, higher interest on loan capital and 
Chartered Bank hii poor performances British merchant banking in America all 
ا‎ ۳ ۱۰۳۳۳۹4 ۳0۹6۳۳۹: ۱:۷7 TIN REF EFS rN ee AE AS 7 


1 hem man with exceptional 3 
needs an exceptional bank 


£5 ust a | tradition at TDB - — it's 


ne of the basic reasons for our 


uccess over the years. And it 
makes. an important difference 
o our clients, ina number of 


aste e time g going پا اه‎ 


۱ و‎ The 6 execu- 


eade. We ei P a page to. 
avoid. ‘ed tape and bottlenecks. 


: We assign an $xperienced 


bank officer to your account and 
he is personally responsible for 
seeing that things get done on 
your behalf, whatever the ser-. 
vice. So you can be sure your 
instructions are carried out 


promptly, intelligently and to 


the letter, 
Whether your business 


requires trade and export financ- 


ing, foreign exchange, precious 
metals or any of our ful | range. 
of banking services, you'll find 
that TDB has something a bit - 
special to offer. 

. If TDB sounds like the sort- 


your busi ness, get in tol 

us. Now that we have diria 

A merican Express International 
Banking Corporation, with its 
88 offices in 39 countries, we are. 
even better placed to serve your 
individual banking | needs. 


a DB banks i in 1 Ge 


of bank you would entrust with equity 


As Y DB has grown, ; It. has mainte 


that is one of its major streng 
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ie new oilfield on which the industry 
was ای‎ m they called a "super- 
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', With more than 5 billion barrels of 
9t "That last supergiant find was the 
Prudhoe Bay field i in Alaska, 9.4-billion- 
barrels big. 

` This worries big oil. In the 30 years up 
to the Prudhoe Bay strike, most new oil 
was found in big fields and most oil was 
produced from them. Even now, the non- 
communist. world draws about half of its 
dil reserves from just 30 such fields. Most 
of these are in Opec's member countries 
n the Middle East, which between them 
0 ount ia almost 55% of non-commu- 
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Big Oil's wildcats are turning 
into tamecats 
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the deserts of Saudi Arabia, Iran and 
Iraq. In consequence, they are resigned 
to searching for smaller i The 
snag is that these are usually offshore and 
often in waters as unfriendly as the deep 
and stormy North Sea or the Arctic 
iciness of the Beaufort Sea. 

Gone, though, is the frenzied pace of 
exploration that comes when the world 
panics, as it did in 1974-75 and again in 
1979-80, about running out of oil. The 
race to find the new oil reserves the non- 
communist world will need to replace 
declining existing reserves has slowed. 
There are two reasons. There has been a 
fall in oil consumption (down 13% in the 
five years to ved) and real oil prices are 
lower. - 

Things looked much bleaker in 1979. 
Then consumption zoomed to 51.2m bar- 
rels a day in the non-communist world— 
the highest level ever. "Experts" then 
warned that shortages loomed as oil 
prices rose to $26 a barrel, from $12.70. 
Prices reached $32 a barrel within another 
year. Record production had reduced the 
life of remaining oil reserves to 32 years. 

Soothsayers at the oil companies shud- 
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FA! 1983 production rates 


cast in a paper called “Oil crisis 
again?" that by 1984 the rate of ne 
discoveries would not match the d 
in production from then existing | 
They were right to worry. But 
they had not bargained for, or sim 
chosen to disbelieve, was that consum 
would so reduce their consumption ot o 
The demand for oil has declined so m 
that the life of the non-communist worl 
existing oil reserves (calculated by divid 
ing remaining recoverable reserve: 
current oil production) has risen bye 
years since 1979, instead of continuin 
supposedly inevitable decline. 
Exploration drilling activity | 
crescendo in 1981 (see chart top ri 
map). Then more than 5,625 drilling 
were operating around the world. ^ 
than two thirds of them were at 
the United States. Activity has sl; 
a lot since then. Last year, only 3.7 
were active. 1 
Most of the oil majors cut the amo 
of money they spent on exploration | 
tween 1981 and 1983; Reduce pr 
from cheaper oil and reduced dema 
only part of the explanation. The e 
nies were also reacting to: | 
Q The difficulty of replacing producti 
with new reserves in America. This le 
companies to acquire existing reserv 
through Wall Street takeovers rather th 
look for new oil, eg, Socal/Chevro 
takeover of Gulf, Texaco's tak 
Getty, and Mobil’ s takeover 0 
Oil. About $30. ۱ 












































WORLD BUSINESS 


buying more than 5 billion barrels of oil 
reserves in this way. 

@ The increasing cost of exploration as 
the search moves into ever more difficult 
(ie, costly) areas. It can cost $8 billion-13 
billion to develop production of 350,000 
b/d from the offshore Canadian fields, 
compared with the $2.5 billion it cost to 
develop the North Sea Forties oilfield 
with production of 500,000 b/d. 

9 Improvements in seismic technology. 
the preliminary sounding of potential oil- 
bearing structures. Computers can now 
make predictions from such data that are 
almost as reliable as the predictions com- 
panies can make on a field's potential 
from actual drilling. 

@ Countries now have to offer a good 
political climate or good prospects of 
finding oil, and preferably both, before 
oilmen move in. Activity is highest in 
areas like the British sector of the North 
Sea, where oil taxes have been reduced, 
or where oil has already been found, such 
as Alaska and the Norwegian North Sea. 

Denmark and Holland, which have 
recently opened up new areas to explora- 
tion, are attracting more interest. So are 
Angola and Gabon (both of them oil 
producers) and Indonesia, which until 
recently retained the juiciest acreage on- 
shore for its state company Pertamina. 

Despite this choosiness, the companies 
have not struck much new oil. The Cana- 
dian Energy Research Institute in Calga- 
ry estimates that the average addition to 
oil reserves from each well drilled is 
falling in the non-communist world. In 
the four years 1980-83 each well drilled 
added an average 245,000 barrels of oil to 
reserves, compared with 518,000 in 1970- 
79 and 630,000 barrels in 1960-69. One of 
the biggest declines has been in the Opec 
countries—from more than 16m barrels 
in the 1960s to 3.7m in the 1980s. 

Even so, Opec still has 66% of the 
world's oil reserves. Those are mostly in 
the Middle East. Oilmen offer the sober- 
ing thought that, with such a large pro- 
portion of oil reserves in one area and 
diminishing prospects of finding super- 
giants elsewhere, the Middle East may 
provide an ever increasing share of the 
world's oil. 


South Africa 


A new kind of gold 
strike 





JOHANNESBURG 


With the South African economy bruised 
by the fall in the gold price, the country’s 
mine owners and government are trying 
again to head off what would be the first 
legal strike by black workers in South 


54 


Compounding the problem 


Africa’s gold mines. Negotiations with 
the National Union of Mineworkers 
(NUM), which claims some 60,000 of the 
country's 460,000 black gold miners as its 
members, have twice ended in a dead- 
lock. A third series of talks has now been 
agreed upon. 

The dispute goes back to mid-vear. 
when the employers' organisation, the 
Chamber of Mines, rejected a demand by 
the union's general secretary, Mr Cyril 
Ramaphosa, for a 25% wage rise for 
miners in the gold mines. Instead the 
chamber unilaterally gave all black min- 
ers pay increases of 13-14% on July Ist. 
Workers at several coal mines staged 
short strikes when the increase was an- 
nounced. [n one incident, a striking miner 
was shot dead. 

The July Ist increase raised the mini- 
mum wage of underground black workers 
to R166 ($102) a month. Surface workers 
were placed on a new minimum of R126 a 
month. The average pay of black miners 
of gold, coal and other metals in South 
Africa is about R316 a month. 

It was estimated that the 25% increase 
sought by the union would cost the indus- 
try an extra R325m a year. The gold 
mines’ net profits last year were 6 
billion. 

At the request of the two sides in the 
dispute, the government has appointed a 
conciliation board. Under South African 
labour law, if this fails to resolve a 
dispute, workers can then go on strike 
lawfully. Last week, the board's members 
failed to find the right compromise. They 
are now making another (final?) effort to 
find a formula that would bring the two 
parties together. 


SSS ——cÀ9 





Talk is of a strike, but Mr Ramaphosa 
does not seem to be well placed to win 
one. Though his pay demand seems rea- 
sonable when seen against the low level of 
black mine workers’ wages relative to 
white mine workers’ and the high level of 
inflation in South Africa (11.7% in the 
year to June), his members still make up 
only a small proportión of the mining 
industry's black workforce. 

Most of the workers are recruited on 
fixed contracts (averaging about a vear) 
from neighbouring states and from what 
used to be called Bantustans and are now 
called “homelands”. where black unem- 
ployment is high. With few exceptions, 
black miners live in large compounds c 
mine property. 

Mining-company bosses say that strik- 
ers would be sent home. The emplovers 
reckon they could be readily replaced 
from the thousands of unemployed min- 
ers from the “homelands”. This weakens 
the NUM’s hand. 

The union, which is only two years old, 
has grown quickly. Last year—the first 
time a black union was involved in wage 
negotiations with the chamber—Mr Ra- 
maphosa settled for a pay increase of 
much the same order as he has rejected 
this vear. He decided he had little choice 
when his union was only just getting 
going. A year on, he and his colleagues 
are more self-confident. 

South Africa's only mine strike so far 
this year was at the Penge asbestos mine 
in the Lebowa "homeland" in the north- 
ern Transvaal. Workers struck in July in 
support of a pay demand. Thev refused to 
leave their mine hostel until the bosses 
obtained a court order evicting them 
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£ st Europe’ 5 average of 7.9%. None 
> less, unemployment in West Germa- 
rent up sharply enough to help 
ke for a shorter working 
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nd chart shows that unem- 

“increased rapidly between 

80 and 1983. During that time a grow- 
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E pp: 1 from its peak of 9, 5% in 1 June, 
des mw 10. 8.9% in J anuary, 1984. It then 


, began to climb again, to 9.3% in July, 


. even though. the underlying growth of 
output in the economy does not seem to 

:. have slackened. 

One reason for this setback is that 
- when the economy recovers people who 


: "were previously "discouraged" by reces- 


|: sion from seeking work are encouraged 
to look for a job and so re-enter the 
.. statis ically-measured labour force. This 

ikes it ever harder to reduce the offi- 
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employers from the seasonal re- 

g they usually undertake in the 
ind third quarters of the year. 

strike ended in an agreement to 

ce the working. week from 40 to 384 

rs. If that raises labour costs there 

be long-term damage to employment 

ll. During the strike, bosses said 
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1d partly t ig Re wage set- 
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enough 


increased i in 1983. Because of increases. 
in productivity, real unit labour costs— > 
.the wage cost for each unit of output. 

prod iced —fell substantially in all three 
years. ‘Tf the price of labour was falling, 


as the demand for it not rising? 


_ A first answer is that real unit labour: 

„costs (RULCs) can be a misleading indi 

cator of the cost of labour for a marginal. i 
firm—one on the point of recruiting or 

not recruiting extra workers. RULCs - 
measure changes in the economy as a 
whole, often falling as unemployment 
rises because the less efficient firms - 
(those with high RULCs) are the first to 7 
go bust in a recession. The extra worker 


which a marginal firm is thinking of 
employing is no cheaper because some 
other less efficient firms have closed. 

A second answer is that firms may find 


28 
million 


West Germany 


Total 


1975 76 77 7B 79 80 B 82 83 


Source: OECD - 


that labour is more expensive relative to 


other factors of production, even when 


its price is falling relative to prices in 
general. Between 1973 and 1981, aver- 
age earnings in West Germany went up 
by 91%; but the user-cost of capital 
(which includes the prices of plant and 
machinery, and interest costs) went up 
by only 62%. 

That gave firms an incentive to substi- 
tute capital for labour, even though 
growth in earnings seemed “moderate”. 
In America over the same period, there 
was a smaller divergence between the 
costs of capital and labour; firms were 
less keen to swap machines for men, and 
they created many more new jobs than 
their counterparts in Germany. 

Energy is another factor of production 
which can, in the long run, replace or be 
replaced by labour. The cost of energy in 


` West Germany increased 192% in the 


nine years 1973-1981 (the measure is an 
unweighted average of the price of oil, 


natural gas, electricity and coal). So 


there was an incentive to substitute men 


for energy. But note that in America, k 


ntract 


where some energy prices were d 
lated, the cost of energy went 
424%. America's incentive to fi 
energy-replacing jobs was much 


_ than West ۰ 


In the short run, it ma: 
impossible to adapt to 
energy costs. Some fa 
tion—certain raw m te 
finished manufactures 
to replace even in the 
prices rise, and other co 
response, firms must ۵ 
lower level of profit, 
go out of business. R 
pushed profits down 
(as in most other coun 
most of the 1970s. The ra 
capital fell from 20% in 197 
in 1981. By then far more 
vulnerable to bad news. ^. 
Some economic shocks, howe Ve 
self-administered. To cut the i 
rate, West Germany's govetünién 


1975-100 


3.8% of gdp in 1981 to 2.7% in 198 
figure of 1.4% is planned for th 
Allowing for the effects of higher 
ployment, the structural fiscal ba 
was in surplus last year, and will be a 
in 1984. Was this reduction of the pub 
sector's contribution to aggreg: 
mand too much and too quick? 

Yes, probably. In the first ‘ye: 
current recovery (ie, between the 
quarter of 1982 and the fourth qui 
1983), aggregate demand grew by 5.8* 
comprising 2.9% of real growth an 
2.9% of inflation. In the first year of 
previous recovery (between | 
quarter of 1975 and the first qi 
1976) it grew by 9.1%—made 
5.8% of real growth and 3.3% of ir 
tion. Last time, public-sector consump 
tion increased by 4.8%, this time by « 
1.2%. It would not have been reckles 
encourage. a slightly faster recov 
chucking fewer people out of wor 
perhaps avoiding lasting damage to 
dustrial. relations. 





4 





ی وج - 





WORLD BUSINESS 


earlier this month. More than 1,500 em- 
ployees—members of a different mine 
union to the NUM—had to return home. 

Although mine bosses now seem to 
hold most of the cards in wage bargain- 
ing, the new black mine unions are raising 
several other issues that make some white 
South Africans feel uncomfortable. One 
is safety. Mr Ramaphosa has criticised a 
R400 fine imposed on the owners of a 
coal mine where 68 workers were killed in 
a methane-gas explosion a year ago. He 
said he was shocked that the authorities 
should apparently treat the incident as a 
minor one. 

At the Penge mine, the black workers’ 
union is worried about asbestosis. In the 
past 10 months, this disease has caused 
134 Penge workers to be laid off. The 
union claims that asbestos dust levels in 
some parts of the mine were, as recently 


` as 11 months ago, 65 times higher than ` 


the limit recognised by the South African 
government equivalent to 260 times high- 
er than the legal limit in Britain. A report 
by the manager of the Penge mine that 
has leaked to the press says that some 780 
of the mine's employees contracted as- 
bestosis between 1973 and 1983. 


Australia 


Everyman's budget 


CANBERRA 





When Australia's chief treasury mandarin 
unexpectedly retired a week before bud- 
get day, the country's businessmen got 
nervous about the Labor government's 
second budget. The usually rumbustious 
Mr John Stone, the secretary of the 
treasury, was statesmanlike about it. The 
official story is that he simply timed his 
early retirement (at the age of 55) to 
coincide with the 30th anniversary of his 
entry into public service. 

In the event, the budget presented by 


Mr Stone's political master, the Austra- 


lian treasurer, Mr Paul Keating, on Au- 
gust 21st, ruffled few feathers. Mr Keat- 
ing reduced his target for the 
government's deficit from 1983-84 56 out- 
come of A$8 billion ($7.25 billion), equiv- 
alent to 4.3% of gdp, to A$6.7 billion, 
3.3% of gdp, and still managed to pro- 
duce some minor tax breaks for industry. 

Businessmen were happy that Mr Keat- 
ing did not abolish special investment 
allowances for new plant and machinery, 
and that he plans to make more govern- 
ment money available for export promo- 
tion. Almost everybody was happy that 
he committed taxpayers’ money to the 
noble cause of defending the America’s 
Cup yachting trophy, wrested from the 
United States last year. The government 
Says it intends to hit its target through 
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End of the Stone age 


higher tax revenues, rather than by con- 
trolling spending; that attracted more 
mixed reviews. 

The federal government's spending is 
planned to rise to A$63.9 billion in 1984- 
85, an increase of 6.1% in real terms over 
last year, raising the government's share 
of gdp from 30.5% to 31.1%. Revenues 
will jump by even more—10.5% in real 
terms—to A$57.2 billion. The extra mon- 
ey will come not from higher tax rates, for 
the prime minister, Mr Bob Hawke is 
already committed to tax reductions, 
which will come into effect in November, 
but, the government hopes, from eco- 
nomic growth and higher incomes. 

To square the circle, the government is 
counting on economic growth of around 
4%, about the same as in 1983-84, the 
first year of recovery. That should pro- 
duce a 2}% rise in employment. This, 
plus a 51% rise in average weekly earn- 
ings for the year, is expected to swell 
personal income-tax receipts by 23%— 
despite the income-tax cuts devised by the 
government and the unions as part of 
their prices and incomes pact. 

The tax cuts will cost A$1.3 billion in 
lost revenue for the remaining seven 
months of 1984-85 and A$2.1 billion in a 
full year. Through a new five-step tax 
scale they give up to A$7.60-a-week re- 
duction to taxpayers earning between 
A$240 and A$538 a week. (The average 
weekly earner makes about A$350.) 

This largesse serves two purposes. 
First, it compensates workers for receiv- 
ing no wage rises for 12 months from 
March this year—the result of a wage 
indexation agreement which takes into 
account the introduction of a universal 
medical insurance scheme. Second, it 
creates the right climate for an early 
general election, probably in December. 





Philippines' television 


Air raid 





MANILA 


The Philippine television group con- 
trolled by the country's sugar king, Mr 
Roberto Benedicto, is defying a govern- 
ment order to stop pirating American 
armed forces satellite broadcasts. Next 
week, a representative of the Armed 
Forces Radio and Television Services 
(AFRTS), which distributes American 
programmes for rebroadcast by Ameri- 
can military bases, is arriving in Manila to 
try to diffuse the row. 

In the face of Mr Benedicto's near- 
monopoly, suppliers of American pro- 
grammes have found it hard to get paid 
for their programmes and harder to stop 
the pirate cable channel from undermin 
ing their local sales. They are considering 
boycotting AFRTS to cut off the pirates' 
source. They are also planning to take Mr 
Benedicto's company to court. 

Two months ago, Mr Benedicto's com- 
pany was ordered by General Cerferino 
Carreon, director of the government's 
board of telecommunications, to stop 
pirating the broadcasts of the Clark air 
force base 50 miles north of Manila. 
Although the piracy stopped for a few 
weeks it restarted in time for the Los 
Angeles Olympic games. 

One of Mr Benedicto's own stations, 
Kanlaon Broadcasting System's Channel 
9. was very cross about the Olympic 
scoop pulled off by one cable company. 
Channel 9 had paid the American net- 
work ABC $400,000 for exclusive Philip- 
pine coverage of the games. Unable to 
afford a further $500,000 for satellite 
transmission, it had to air-freight it 
tapes. Meanwhile, a cable station broad 
cast a pirate feed of the games live, and 
got sponsors for the show. 

Mr Benedicto is one of President Ferdi- 
nand Marcos's best and possibly richest 
friends. He built his television empire 
after Mr Marcos imposed martial law in 
1972 and gave him the television interests 
of another tycoon, Don Eugenio Lopez 
(who died in exile in America in 1976). 
Mr Benedicto now controls three of the 
four commercial television stations and 
all four of the cable channels in Manila. 
He plans to launch a fifth cable channel 
and to absorb the only remaining inde- 
pendent television station. next month. 
Only a government-owned station will 
then remain outside the group's control. 

Mr Marcos's eldest daughter, Imee, is 
reported to have taken over one of Mr 
Benedicto's television stations and to be 
in the process of assuming control of his 
television empire. The Philippine Com- 
munication Satellite Corporation, which 
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Outwards and upwards 


Capital is leaving Hongkong. That is 
now Official. In a typical exhibition of 
how the colony’s administrators commu- 
nicate with the administrated—through 
a speech to a luncheon club by the 
deputy secretary for monetary affairs— 
the government this week gave a fleeting 
glimpse of some rarely seen bits of 
Hongkong’s financial accounts. 

The purpose of this quasi-candour was 
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ns the earth station that receives the 

erican satellite transmission for the 
umerican bases in the Philippines, is said 
) be under the chairmanship of Mr 
farcos's son, Ferdinand Jr. 

The pirated programmes are carefully 
ensored. Live news items on the Philip- 
ines are invariably “buzzed” off the air. 
his suggests some official involvement, 
ccording to the American embassy in 
fanila. So far, the embassy has had as 
ttle success in identifying the censors as 
1 getting the transmissions stopped. 

American suppliers and owners of tele- 
ision shows that have remained unpaid 
or over a year for most of the pro- 
rammes bought by Mr Benedicto’s sta- 
ions are now being pressured to do two 
hings; first, to take payment in pesos 
cause of exchange controls imposed 
ast October; and, second, to accept much 
»wer fees than previously agreed. If 
nese terms are met, they have been given 
> understand, then the pirating of the 
‘lark air base programmes will stop. 
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HONGKONG 


to emphasise that the flow of capital 
from Hongkong has been a trickle not a 
flood since 1982, when people really 
started to get the jitters about 1997. 
What was said was reassuring, up to a 
point. The colony's exporters are retain- 
ing more of their profits overseas and 
locals have switched their savings into 
foreign-currency deposits (and are pro- 
viding a steady flow of commissions for 
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Shanghai, banking on 1997 


Optical fibres 





Lining lawyers: 
pockets 


TOKYO 


Japan's Sumitomo Electric and America's 
Corning Glass Works are seeing each 
other in court over patents to sell optical- 
fibre cables in the United States. The 
Japanese company is trying to secure a 
toehold in a market that could be worth 
$3 billion a year by 1990. 

The manufacture of new cables has 
become a business to be in. Many coun- 
tries are pondering replacing old copper 
cables with high-capacity optical fibres. 
America leads the pack. Optical-fibre 
sales there in 1983 were $122m for 
340,000 kilometres (85% of world sales). 
Corning had 32% of the market in 1983, 
just behind Western Electric's 35%. Su- 
mitomo is trying to muscle in. 


WORLD BUSINESS 


estate agents the world over). But, as Mr 
Anthony Latter, the deputy secretary on 
secondment from the Bank of England, 
put it in fluent Mandarinese: “Those 
who claim there is a flight of capital from 
Hongkong of desperate and severely 
damaging proportions should be very 
critically cross-examined.” 

Fixed investment in the colony has 
become less buoyant. It now makes up 
27-28% of gdp, against 32% in 1982. 
Most of the decline has been in property. 
On August 18th, the colony's returning 
landlord, China, announced its bit to 
improve those figures—a new home for 
the local branch of the Bank of China. 

This will be designed by Mr 1 M Pei, 
the celebrated Chinese-American archi- 
tect (whose father founded China's first 
foreign exchange department). Mr Pei's 
most famous projects include the East 
Building at the National Gallery in 
Washington and the Fragrant Hill hotel 
in Peking. His 72-storey structure for the 
Bank of China will be Hongkong’s tallest 
building and peer down on the 42-storey 
headquarters now being built for the 
Hongkong and Shanghai Banking Cor- 
poration to the design of Britain’s Mr 
Norman Foster. 

The budget for the new Bank of China 
building is HKS$1 billion ($125m)— 
though that is just for the shell and the 
site cost about as much. The Hongkong 
Bank's new headquarters will cost at 
least HK$5 billion. It has been plagued 
by cost overruns, partly because of prob- 
lems with the steel contract for Mr 
Foster's demanding design. Mr Pei, 
whose design is also technically ambi- 
tious, reckons his cross-bracing structure 
will reduce the building’s steel needs by 
40% compared with conventional meth- 
ods of construction. 


Corning claims that the Japanese firm 
is infringing its basic patents for fibre 
making. In March, it appealed to the 
International Trade Commission (ITC) to 
block imports into America from Sumi- 
tomo. Counter-attacking, Sumitomo is 
trying to convince a court in North Caroli- 
na that Corning’s patent is invalid, and 
that it is not breaking it anyway. At the 
same time, it has announced plans to 
build an optical-fibres factory in the state. 

Many of the basic inventions for optical 
fibres were made by Corning’s boffins, so 
the company holds lots of key patents. 
The firm has given out licences to 
AT&T/Western Electric among others 
and has set up joint ventures in most big 
countries. Japan is the exception. 

There the state monopoly, Nippon 
Telegraph & Telephone, vetoed a pro- 
posed joint venture between Corning and 
Furukawa Electric in 1975 on the grounds 
that telecommunications were vital for 
State security. It said that foreign invest- 
ment could not be allowed. So Corning 


57 











small for the time 
موی‎ islands are 
















































00 | kilometres. a year. "Sun 
that the i new Lows that it 






| M kiemen be the start € of : a big 
B 1. battle « over Tapia will 























| EX 
ls 


25 installed 


0 





1975 76 77 78 79 80 BF 


Sources: UN: GPO: National Computing Centre; Comecon 


Poland 
` Low-tech 


How does a communist country cope with 
the revolution in information technology? 

With difficulty, it seems, especially if that 
country is unhappy Poland. According to 
a Polish government report*, the coun- 
try's need to telecommute to the rest of 


the world is likely to expand rapidly, but 


there is no Polish Silicon Valley to help it. 


Poland produces no statistics on the - 


extent of its involvement in the interna- 
tional 


telecomspeak. The main Polish users of 
tdf are organisations such as banks, air- 
lines and press and tourist agencies. All 
depend heavily on international informa- 


tion. Poland participates in several inter- - 


national subscriber services, such as those 
for meteorological or flight information. 
However, tdf use in Poland is still reck- 
oned to be “relatively small". 

That is likely to change as the multina- 
tionals that trade with Poland, and the 90- 
plus offices which now represent western 
firms in Poland, turn to more modern 
means of communication—if Poland can 
provide a more reliable telecommunica- 


tions network to make the option more 
attractive. Within the Soviet block, too, - 
better use of computers is seen as one of | 
the main ways of achieving the improved ` 
-co-ordination of national plans and the 


movement of machine-readable 
data, or "transborder data flows" (tdf) in 
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ions syst 
iti is restricted: both by its own 'straine 
hard-currency- resources and by Nato 
strategic export controls. Yet it also fear 
that excessive dependence on wester 
systems could leave it vulnerable to futur 
trade sanctions, —— 

The barriers work: both ways. Polan 


worries about givit away too much iı 
formation and as in all states where th 
government. likes to control who kno 
what, it is wary about letting its citizer 
have access to high-tech wizardry. 

The result of this east-west suspicion: 
that Poland is having to rely heavily o 
Comecon for the development of both i! 
informatics hardware and data b 
And while it remains strapped for ca. 
its hands are e tied in E abt a telecon 






























exchange of technical information called ۱ E 


| for at the Comecon summit in June. WE 
Poland is ill-equipped with the two 

‘elements on which such data flows rely: 
telephones and computers. 
| have m phone system is even worse than Brit- 

,, aims, with poor quality. and only 100 

` telephones installed per 1,000 Poles. (see 
e chart). And compared with western coun- 
ny tries, Poland has a paltry stock of comput- 
is ers. Since 1977, the pace of introduction: 
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Ragtime 


America’s fastest-growing industry, Mi- 
chael Jackson, has struck a $22m deal to 
promote chic clothes. Prince, a rival rock 
Star with as sweet a voice as Mr Jackson's 
but a mere business upstart in compari- 
son, is to promote up-market sports- 
wear. Not to be outdone, the New York 
designer Ms Norma Kamali has put out a 
song called “I've got shoulderpads for 
my man to cry on”. 

Like all songs, seemingly, these days, 
there is a promotional video to go with it. 
This one, though, promotes the singer, 
not the song. It lasts 15 minutes and 
shows off Ms Kamali's autumn range. 





States Government reconsider the imple- 
mentation of the interim regulations. . . . 
کل‎ is what the ambassador was too 
lite to say: 

Your proposal to count the clothes other 
ıuntries export to you as part of our export 
iota just because they were made from 
ir cloth is a disgrace. Practically every 
ece of cloth is spun in one country, woven 
to fabric in a second and tailored in a 
ird. Naturally, the sensible place to do 
e tailoring is wherever export quotas are 
"! to be had. It is not my government's 
_.tthat the Multifibre Arrangement is so 
mplicated that it gives rise to such 
senses. It was rich countries like yours 
at proposed it in the first place. Please 
ady the accompanying chart to see that 
xtile imports into your country are now 
larger in real terms than they were in 
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There are fashion videos aplenty, but 
until now they were intended to be 
screened in-store. Ms Kamali is the first 
to try to get one played on MTV, New 
York's high-riding rock-music cable- 
television station. MTV plays for free 
the classy videos that music companies 
use to plug their records. But it would 
not play Ms Kamali's shoulderpad song 
unless it was produced as a record, too. 
Ms Kamali is now seeking out a studio. 

Others are ready to mix caterwaul and 
catwalk. Sasson Industries, a jeans mak- 
er, paid $3m for the right to use Mr Elton 
John's “Sad Songs" for a 30-second 
commercial it is now preparing. Ralph 
Lauren is making a 3}-minute video set 
to Mr Michael Murphy's tune “The 
Heart Never Dies". The Wool Bureau is 
spending $70,000 on a 7-minute promo- 
tional rock cartoon film. 

There is now talk in New York of 
setting up a fashion-video TV channel. 
The admen of Madison Avenue reckon 
that viewers would readily accept a mix 
of music and fashion, whether pushing 
the music or the fashion. 


1974, even if clothing imports have more 
than doubled. 

You say that China's exports are in- 
creasing too fast and that during the first 
six months of this year we exported 517m 
square yards of cloth to you, whereas we 
had exported only 785.5m square yards in 
the whole of 1983. What you do not say is 
that the value of our textile exports has 
fallen from $1.1 billion in 1982 to only 
$740m last year. 

You are currently restricting exports of 
33 categories of textiles from us under a 
bilateral trade deal we signed on August 
19th, 1983. You have imposed quotas on 
a further 21 categories on the ground that 
they are causing “market disruption" —a 
concept that you define so that you can 
blatantly discriminate — against single 
suppliers. 

Your new proposals clearly violate arti- 
cle 5 of the Multifibre Arrangement, 
which says "restrictions of imports. . . 
shall be administered in a flexible and 
equitable manner and over-categorisation 
shall be avoided". And because they start 
on September 7th, they also violate your 
own rules which allow injured parties two 
months in which to raise objections; you 
first proposed them on August 3rd. We 
note the restrictions will start before the 
forthcoming elections, but you cannot 
even excuse this on electoral grounds 
because your president will easily beat Mr 
Mondale in the southern states where 
textiles are an important industry. 

Your proposed restrictions will harm 
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our textile workers far more than our 


exports are alleged to harm yours. At 
least 60,000 jobs are threatened in south- - 


ern China alone. 
I would like to end by pointing out that 


we bought over $600m of wheat from - 


your country last year, but that we are 


currently wondering, in the light of our. | 


excellent harvest this year, whether the 
long-term agreement committing us to 
buy 6m tonnes of your grain annually is 
really such a good idea. . . . 


Bidermann 


Off-the-peg profits 


PARIS 





Selling fashionable names is proving 
smart business for Bidermann, France's 
big clothes maker. Three or four years 
ago, the group looked ragged because of 
the costs incurred during a race for 
growth through acquisitions. But by re- 
shaping or closing loss-making French 
subsidiaries and boosting sales of design- 
er clothes in America, Bidermann turned 
19805 loss of FFriSm ($3.6m) into a 
profit last year of FFr109m ($14.3m) on 
sales of FFr3.4 billion. 

Its latest licensing deal, signed earlier 
this month, is with Karl Lagerfeld, the 
West German designer. Three quarters of 
Bidermann’s sales come from clothes cre- 
ated by such designers as Daniel Hechter, 
Calvin Klein and Ralph Lauren. 

With a little help from a strong dollar 
which has handicapped American com- 
petitors, these chic names and the quality 
of the glad rags that bear their labels 
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auren clothes. The group expects 
ng growth in America. 

ann has benefited from being 
imbered by what its chairman, Mr 
. Jolles, calls “industrial bag- 
ie, old, costly plants. Half the 
e company sells in America are 
p in Asia; 30% come from American 
5 only 20% are made in 
ench workshops. 

ago, the group was a dowdy 
xtiles, carpets, men's wear 
military uniforms. It started 
brighter under the prince of prét- 
- Maurice Zylberberg-Bider- 
ved the family-owned firm 
big time by taking over, within 
s, half a dozen clothing and 
ms that had run into difficulties. 

d filed for bankruptcy, so they did 
ich. But the expense of reshap- 
m and of meeting a bigger wage 
cost Bidermann dearly. Net cash flow 
980 was only ۰ 

0 at home Bidermann was lumbered 
1a load of industrial baggage when Mr 
iles, who had worked as general man- 
ger of Bidermann before moving back to 
is own company, was recalled in 1982 by 
Mr Bidermann and made chairman to 
sort things out. He shut two subsidiaries 
and got rid of 40% of the staff at two 
others. In all, 1,000 of the 6,000 work- 
force was axed. The group’s loss on its 
French activities of FFr40m was reduced 
to FFr6m last year. Mr Jolles is expecting 
profits in France this year. 

. The group is trying to do something 
bout the chronic French corporate prob- 
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x firm’ s three shareholders 
nann with 75%, Mr Jolles with 
a7 associate with 10%) have 
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stopped. Lower exports and falling re- 
_ceipts from tourism (Malta's main source 
of foreign-exchange) may have pushed 
the current account of the balance of 
payments into deficit for the first time. 
The true unemployment rate is around 
18% of the 135,000-strong labour force 
(twice the official figure). 

One reason ts that the prime minister, 
Mr Dom Mintoff, has made determined 
efforts to maintain the value of the Mal- 
tese pound, particularly against the dol- 
lar. Between 1979 and 1983, the currency 
fell by only 23% against the dollar, while 
sterling fell by 35% and the D-mark by 
36%. This has made Malta’s textile ex- 
ports uncompetitive. It has also made 
holidays on the island costly for other 
Europeans. Exports fell by 1276 in vol- 


ume terms between 1980 and 1983. The 


number of tourists dropped by 33%. 

To restore jobs and exports, the Min- 
toff government has juggled with ever- 
more barter deals and trade controls. 
Japanese imports were banned two years 
ago, after Japan refused to buy more 
from Malta. Restrictions have also been 
imposed on French and Italian imports— 
though an agreement with the European 
community prohibits such discrimination. 


Several barter deals with developing | 


countries have brought disappointments. 

A deal with Iraq has proved a resounding 
failure. A 1981 trade agreement with 
Russia did not raise exports to communist 











easier for creditors to take over bankrup 
factories and hotels. | 

The government has nationalised ii 
portant industries: insurance, telecom 
munications, radio, television and. privat 
hospitals. There is talk of turning privat 
schools into state ones. Directly or indi 
rectly, the government owns and control 
the island's airline, shipping line, ship 
repairing yards, the utilities that providi 
water and electricity, and several fac 
tories and hotels. 





Small spender 
The government has not shown thes sam 
zeal for investment in infrastructure. Thi 
telephone system, a patchwork of British 
French and Italian’ bits, often’ break 
down. Inadequate ports lead to lon 
delays in docking, loading and unloading 
Water shortages are widespread, espe 
cially in summer, when the dry seaso: 
coincides with an influx of tourists. Th 
Malta Federation of Industries says tha 
some factories report that electrical poy 
er cuts total 20 hours a month. ۱ 
About Mf4im (390m) is supposed t 
be spent on capital projects in 1984. Thi 
is not و‎ Putki ivestment is i 















countries. Malta hopes for better results ^ i ing 


from a new agreement signed last March. 


that commits the Russians to spend 
$265m over three years on goods and 


ship-repairing services from the island. ۰ ` 


Many commodities are imported. into 


Malta under the government's bulk-buy- 
ing schemes. The rest are subject to case- 


by-case import controls. Businesses com- 
plain about the time this takes and about 


- uncertainty. They are worried because — 


the recession has left them owing more to de 


e ` the state-owned banks; in April, 1984, the: ۱ 
government passed a a law which made d s 














eras In the first‏ ی 
year, 38% of the 3, 000-odd‏ 


nsured savings institutions, or 


accounting for 35% of the in- 
assets, lost money. Net profits of 


ts were a mere $300m. Margins 


narrowed further since then: yields 
three-month certificates of deposit 
isen to 11.5% from 9.5% in Janu- 

ity. Each rise of one percentage point in 
"rest ates i is said to reduce the indus- 

5 earnings by about $1 billion. Share 


ave gone public have plunged. | 
Higher interest rates have caused most 


famage at- Financial - Corporation of 


ne pens the N s Juge 


ie. ` FCA is trying to raise ies and 
cn dae On d 22nd, e 


while ats 
Charles 


eliberately punted on a fall in 


mortgage-backed s securities 


6 months at annual rate 


NEW YORK 


interest rates by making fixed-rate loans 
and buying interest rate-sensitive securi- 
ties. Other thrifts have tried instead . 
reduce their exposure to increases 
interest rates by making EE 

ig lo losses i in 1981-82, when the cost 
of deposits submerged earnings on fixed- 
rate mortgages (see chart), persuaded all 
but the most intrepid or most backward 
mortgage lenders to do this. 

About three quarters of the new mort- 
gages advanced this year are at floating 
rates. FCA's large competitors in Califor- 
nia have been quickest to switch, helped 
by the state's more liberal lending poli- 
cies. At CalFed, 40% of the thrift compa- 
ny's loans of $11.2 billion were made at 
floating rates or had short-term maturi- 
ties at the end of June; the figure for 
Great Western Financial at the same date 
was 43% of its loans of $16 billion. 

FCA, by contrast, has made almost no 
floating-rate loans, and has relied far 
more than other large thrifts on wholesale 
deposits. At the end of July, 47% of 
FCA's deposits of $25 billion were in 
lumps of $100,000 (the maximum for 
federal deposit insurance) or more. The 


company admitted on August 15th that 


about $15 billion of its deposits will ma- 


ture by the end of September, and has 


tried to replace volatile institutional de- 
posits with stable retail ones. | 
More ee thrifts. take a larger 


1 بر جوم‎ mortgage debt ; 
Vo 06-39: togr- family iia aa 


share of ۵ deposits fre 
posits of $100,000 oi 
20% of total der 
iary of ۸ 
FCA, at the er 
Great Western, 
industry. = 
But even thrifts 
bases will be vult 
rates until the bi 
gages are convertec 
rates. This takes 1 
bank Salomon Brott 
the end of this year 
gages outstanding wi 
(see chart). Qe 
Mortgage bankers 
the delicate transition from 
ing-rate lending on new 


The Aube of savings: institut 
sured by the Federal Savings and 
Insurance Corporation (FSLE 
from 4,000 in 1980 to 3,165 
year, as banks and oth 
bought up ailing thrifts to tak 
of their deposit base or dax 
trickle of thrifts have raisec 
converting from mutual : 
a e an 


paper Î اتانوس‎ 6 
which boost the capital on the b 
thrifts (but not in their coffer | 
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balance sheets after heavy losses in 1981- 
82. According to their regulators' defini- 
tions, the net worth of savings institutions 
insured by the FSLIC rose from $25.3 
billion at the end of 1982 to $35.5 billion 
in June this year. Measured by accounting 
principles applied to public companies, 
their net worth is now about $28 billion, 
up from $21 billion in late 1982. All but $6 
billion of it, though, represents "good- 
will"—the premium over book value paid 
for the thrifts and mortgage loans which 
have changed hands at a discount as the 
industry is reshaped. 

This goodwill boils down to the differ- 
ence between the interest actually earned 
on a mortgage which has been bought and 
the current yield on similar mortgages. 
When interest rates are falling, thrifts 
earn more from loans they bought on the 
cheap than they could from writing new 
business. The opposite happens when 
interest rates are high. 

Thrifts can survive so long as interest 
rates fall often enough for them to rebuild 
their balance sheets. Lower rates from 
mid-1982 to the summer of 1983 helped 
them sell large amounts of fixed-rate 


` . assets into the securities markets (see 


chart), but higher interest rates and float- 
ing-rate mortgages have reduced new 
issues of mortgaged-backed securities 
since then. 

More costly money cuts earnings re- 
ported by thrifts by reducing their fees as 
well as squeezing the'margin between 
rates on deposits and loans. Many thrifts 
treat fees for making or selling loans as an 
immediate profit, instead of spreading 
them prudently over the life of loans. 
Regulators in California say that only 
about 20-30% of thrifts’ profits this year 
are coming from fees, against 60-70% in 
1983. Genuine earnings may be lower this 
year, but so, too, are the thrifts’ paper 
profits. 


Palm oil futures 


Open or closed? 


SINGAPORE 





The committee set up to investigate the 
collapse in March of trading on Malay- 
sia's palm oil futures market has recom- 
mended strict new controls which, if too 
rigidly applied, could stifle the market 
altogether. The committee, which in- 
cludes the deputy governor of the central 
bank, members of the Kuala Lumpur 
Commodities Exchange (KLCE) and the 
independent clearing house, was asked by 
the government to find out how Mr Loo 
Cheng Ghee, the owner of the Kentucky 
Fried Chicken franchises in Malaysia and 
Singapore, caused such chaos in the mar- 
ket in palm oil futures. 
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Potting out future losses? 


Convinced that the price of palm oil 
(which had doubled to M$1,800 a tonne 
in the final three months of 1983) had 
been inflated by speculators, Mr Loo told 
half a dozen brokers to sell futures con- 
tracts for him, gambling that the price 
would fall before the contracts expired. 
He hoped to reap big profits on the 
difference between the price at which he 
had first sold the contracts and the lower 
price at which he would eventually buy 
them back. His gamble failed because, 
instead of going down as he expected, the 
price of palm oil futures continued to rise. 

Mr Loo defaulted on contracts that the 
brokers were holding for him. Other 
brokers then defaulted with the clearing 
house, bringing the total number of con- 
tracts in default to 5,150, worth more 
than M$160m ($69m). As a result, the 
clearing house had to ask the exchange to 
fix a price at which the contracts could be 
honoured. The caper cost Mr Loo as 
much as M$25m ($11m). The biggest 
loser, though, was the exchange itself. 

The committee's report says it acted 
too late to curb speculation and failed to 
bring the government’s Commodity Trad- 
ing Council, which watches over Malay- 
sia's palm oil and rubber futures markets, 
early enough. Mr Loo was able to outwit 
the KLCE by exploiting loopholes in 


rules its executives failed fully to under 
stand. Since the collapse, turnover ir 
palm oil futures has fallen to 20-30 lots : 
day compared with an average of 700 lot: 
last year. 

To restore investors’ confidence in th: 
market, the committee wants up to thret 
independent directors appointed to thi 
KLCE's management board to guar 
against conflicts of interest among ex 
change directors who are also floor trad 
ing members. The chief executive of th: 
KLCE should also, the committee says 
be empowered to inspect members 
books. More important, it wants th 
exchange to set a limit on "open posi 
tions" (ie, the number of outstandin 
contracts) held by each floor . member 
Open positions, it says, should not rise b 
more than a fixed (but not yet decided 
limit each day, a ruling from which tra ' 
ers simply hedging their risks would 
exempt. All American commodity ex 
changes impose limits on the overall siz 
of open positions. But brokers in Kual 
Lumpur fear that, if the limit is too low, i 
could kill off speculative interest in th 
market. 

The exchange's board has agreed wit 
almost all the committee's recommenda 
tions, and has taken them a step furthei 
In future, the clearing house will guaran 
tee all contracts as soon as the seller an 
buyer have signed a trade on the e» 
change floor, and not, as the committe 
had suggested, before trading opens th 
following day. 


Polish bonds 
Not a zloty 


The reluctance of Bank Handlowy, * 
land's foreign trade bank, to rej 
SwFr12.3m ($29.5m) worth of bonds th: 
was due in May is vexing a group of Swi: 
banks, and has sent ripples through th 
Euromarkets. The banks, led by Kredie! 
bank (Suisse) and Soditic, have said thi 
unless Bank Handlowy pays up by th 
end of next week, they will sue it in th 
Swiss courts. 

Bank Handlowy is stalling because 
under the terms of an agreement datin 
back to 1982, when Poland's debt t 
western banks was rescheduled, it says 
need repay only those bonds held b 
private investors. Bonds held by banks o 
their own account were effectively rolle 
over with the rest of Poland's debt. S 
when the final SwFr12.3m payment o 
the SwFr4lm bond issue fell due, Ban 
Handlowy asked the banks to provide 
list of claimants’ names, showing whethe 
they were private or institution: 
investors. 

The banks refused. They said thi 
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Japan invents robots of the 


third kind 


Japan’s 250 or so robot-makers are strug- 
ing to give birth to a new generation of 
robots. These “third-generation” robots, 
instead of repeating a series of predict- 
le motions, will be aware of their 
bo and able to react to it. Such 
bilities would open all sorts of jobs to 
obots in the factory and send them out 
Es the world as explorers or home helps. 
ut the Japanese will not find it easy to 
give these machines even the most rudi- 
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he gentle touch 


»entary senses and intelligence. 

Many of the robots which Japanese 
tatisticians roll out to illustrate the coun- 
ry’s big lead in robotics are first-genera- 
on machines. Some think these should 
sot even be called robots: they are merely 
mechanical arms which can indefinitely 
epeat a series of motions. 

None the less, Japan has about 16,500 
if the world's 40,000 second-generation 
»bots, which can react to an elementary 
erception of their environment (for ex- 
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ample, an obstacle in the way of the arm) 
by switching electronically from one ré- 
membered series of motions to another. 
These are getting better at their jobs and 
can now put together devices as compli- 
cated as video cassette recorders. Indeed, 
Japan's ministry of international trade 
and industry (Miti) reckons that more 
robots are now needed by the electronics 
industry than in auto assembly. Although 
more versatile than its parents, such a 
robot still cannot react to anything unex- 
pected. A part which falls off the convey- 
or belt can confuse the poor thing 
completely. 

Miti is spending $100m over eight years 
to help develop third-generation robots. 
The biggest challenge will be upgrading 
robot intelligence. Third-generation ma- 
chines will have to be able to learn: that 
is, to adapt their own programmes as they 
go along. Cannily, Miti is waiting for 
Japan's fifth-generation computer project 
to bear fruit (in 1990 or so, about the 
same time that the third-generation robot 
designs will be finalised). Meanwhile, 
some are convinced that robots of useful 
intelligence could already be built with 
16-bit microprocessors and a popular op- 
erating system like Unix. 

Miti's efforts are producing results in 
sensing and agility, only some of which 
will be of direct practical use. Here are 
some examples: 

@ Seeing robots. Every application from 
assembling a tape recorder to exploring 
the seabed will remain rudimentary until 
robots can truly see. Fanuc Corporation 
has installed a robot that can assemble 
spindle motors with the help of optical 
sensors. The ambition of several compa- 
nies, including NEC Corporation and 
Sumitomo Electric (which has recently 
made a clever eye copy from amorphous 
silicon), is to mimic the workings of 
animal eyes. They hope to produce a 
wide-angle view of the world from which 
a computer can reconstruct a three-di- 
mensional image. The artificial eye (the 
camera) is the easy bit. But animal vision 
depends chiefly on sophisticated central 
processing to recognise shapes, extract 


perspective and ignore extraneous infor- 
mation. Vision is largely a computing 
problem. 

6 Touching robots will have to be clever 
enough to stroke a surface before they 
actually handle it to check whether it is 


hard, soft, brittle or firm. They must also 


have a tight but not a crushing grip. To 
achieve this, Miti is particularly interest- 
ed in special alloys, which can “remem- 
ber" shapes. An alloy such as nickel- 
titanium bends predictably when an 
electric current is applied to it, and re- 
turns to its original shape when the cur- 
rent is switched off. This makes it possible 
to produce gripping hands without the 
need for bulky motors. Japanese industry 
has already begun to make robots with 
this shape-memory alloy. Hitachi, for 
example, has developed a three-fingered 
hand; each finger has 12 joints made from 
the alloy. 

6 Walking robots have to be able to move 
freely without risk of falling over. On the 
premise that most machines on two legs 
would stagger around drunkenly and that 
wheeled ones need cumbrous controls, the 
Japanese are taking hints from animals. 
The Tokyo Institute of Technology and 
Toshiba have made a “snake” robot to 
travel over rough surfaces. It is based on a 
string of independent joints, each of which 
is separately motorised. 

Applications for future Japanese ro- 
bots? Miti's immediate emphasis is on 
two rather bizarre uses: medical robots 
and machines to maintain (and, in future, 
dismantle) Japan's 33-odd nuclear power 
stations. Medical robots—eg, a design 
from Tokyo University, which could car- 
ry or support sick people or fetch a glass 
of water for them—sound easy to make. 
In practice, they are not. 

A nuclear reactor is an example of the 
sort of hostile environment in which a 
human being would be at risk or too 
clumsily equipped to perform delicate 
tasks. The same applies to space and the 
ocean floor. The Japanese government is 
encouraging Mitsubishi and other firms to 
get involved in America's space-shuttle 
programme. Earlier this year, the shut- 
tle's remote manipulator arm succeeded 
where a man had failed in grabbing a 
satellite for repair. 

Oceanography could be a big money 
spinner—once international disputes over 
the ownership of ocean-floor wealth are 
settled. Self-contained robots that can 
survey the seabed and prospect for miner- 
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- als are under study by Mitsui, among 
others. 


One of the most imaginative suggestions 


` js to short-circuit the problems of artificial 


intelligence by improving the link between 
an operator and a robot. Dubbed “‘telepre- 
sence”, the scheme is to refine sensor and 
manipulator technology to such a degree 


that a human beingin control would feel the 


robot's eyes and hands were effectively 
- . extensions of his own body. 


. Theuniverse 


| Where can the 
. matter be? 


: Astrophysicists have a problem: there 


does not seem to be enough matter in the 


Rr ‘universe. Particle physicists have a solu- 
` tion to their problem. Exotic particles of 


matter, so far known to exist only in the 
minds of theorists, may lurk in large 
enough numbers in certain corners of the 
universe to form the missing matter. 

Why the problem? Astronomers know 


` the intrinsic brightness of the sun and 


they know its mass. Using such nearby 
stars as a starting point, they can extrapo- 
late out through space, estimating the 
masses of more distant stars and galaxies 


. from the amount of light that reaches the 





earth. Since the 1930s, such observations 
have repeatedly shown that there is insuf- 
ficient luminous matter to hold galaxies 
together by gravity or to explain their 
patterns of movement. The usual e»pla- 
nation is that galaxies are surrounded by 
haloes of “dark matter"—matter which 
does not emit light, and is therefore 
invisible. 

Start with the simple theory: that the 
dark matter consists of planets and other 
bodies too small to be stars. Stars radiate 
light from the nuclear furnaces at their 
centres, where matter is converted to 
energy. But, if it is less than 8% of the 
sun's mass, a putative star has insufficient 
mass for gravity to ignite its nuclear 
reactor by compressing its core. The giant 
planet Jupiter, for instance, has been 
called a “failed star”; it is just too small to 
burn. Could the dark matter be lots of 
Jupiter-sized bodies? 

Last year, a telescope on the Infrared 
Astronomical Satellite spotted, around 
the star Vega, a dark cloud, which might 
consist of planets. There is no way of 
knowing. Present techniques are not sen- 
sitive enough to detect distant “jupiters”. 
Some researchers object to this explana- 
tion on theoretical grounds, too. They 
argue that, in a typical galaxy, large 
numbers of “jupiters” would be needed 
for éach star; in the sun's neighbourhood, 
there is apparently only one. 
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A surgery in its infancy 


On Saturday, 18th August, Hollie Rof- 
fey died after 28 days of life, 18 of them 
with a transplanted heart. Her parents 
do not doubt that the attempt to save her 
life was worthwhile. Hollie's surgeon, 
Mr Magdi Yacoub, at the National Heart 
Hospital in London plans to try again. 
But Hollie's operation cost the national 
health service about £15,000 ($19,600); 
some doctors think it had such little 
chance of success that the money could 
have been better spent saving other 
lives. 

Heart transplants had never been 
done on children younger than 12 years 
old before. The arguments in favour of 
trying these difficult operations are two- 
fold. First, babies are thought less likely 
to reject a transplanted heart than adults 
because their immune system is not so 
fully developed. The second argument is 
more subjective. Only about half of the 
heart-transplant patients in the 15-45 age 
group survive for five years or more after 
their operation. For a child, even that is 
a whole life more than nothing. 

Unfortunately, there is not much evi- 
dence for either argument. Few infant 
heart transplants have been done in 
animals. There is little reason to expect 
as high a success rate as with adults: an 





Did Hollie die so that others might live? 


Meanwhile, other scientists have sug- 
gested more exotic explanations. A few 
years ago it seemed that particle physi- 
cists might have the ideal solution—heavy 
neutrinos. The neutrino is a particle emit- 
ted in nuclear reactions, eg, at the sun's 
core and in the radioactive decay of 
atoms. It is so oblivious of matter that it 
can pass unhindered through the earth. 

Since the existence of the neutrino was 
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infant’s heart is the size of a plum and 
surgeons cannot join up the nerve fibres 
that the heart needs. Without them, the 
heart might not be able to grow, so it 
remains more than likely that Hollie 
would have needed another heart in five 
years’ time: an appalling prospect for her 
or her parents to live with. 

There are other complications. The 
new drugs used in heart transplants to 
suppress the body’s immune system car- 
ry with them side-effects. Younger pa- 
tients receiving such drugs seem to have 
a greater chance of getting a form of 
blood cancer. 

And, of course, heart transplants are 
expensive. According to Professor Mi- 
chael Oliver, president of the British 
Cardiac Society, about 17 coronary by- 
pass operations could have been carried 
out for the cost of Hollie’s operation. 
And there are 25,000 people waiting for 
bypasses in Britain. 

The argument is finely balanced. That 
Hollie’s life was longer than it would 
have been is a triumph. That it was the 
most compassionate use of £15,000, giv- 
en the demands on a cash-strapped na- 
tional health service, is doubtful. That 
pioneering surgery eventually leads to 
many lives being saved is certain. 


first predicted, more than 50 years ago, | 
mass has been assumed to be zero, f 
experiment shows it to be very smi 
indeed. Then, in 1980, two experimen 
suggested that the neutrino could after 
have a tiny mass—less than one t 
thousandth the mass of the electron. 
may not sound much, but there are mai 
neutrinos around. 

This theory is no longer popular. N 
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b. have studies at particle accelerators 
ailed to confirm that neutrinos are heavy 
but astrophysicists now think heavy neu- 
vinos would have made galaxies form in 
he wrong way. Galaxies seem to have 
»egun as lone objects, which are still in 
he process of gathering into clusters. 
dad they contained heavy neutrinos, the 
1aterial for each cluster would have been 
»gether from the beginning, with the 
alaxies “condensing out" later. 

So if the dark matter is not in a form 
thich is known to exist—normal atoms 
n "jupiters") or neutrinos—how about 
n unknown form? Meet the axion. This 
article was dreamed up by physicists 
ying to overcome theoretical difficulties 
ith the strong nuclear force that binds 
we basic building blocks of matter— 
uarks—into the more familiar protons 
ad neutrons of atoms. The only experi- 
ental evidence for the axion is contro- 
ial, but that has not stopped the 
ophysicists. If the axion is much 
ghter than the electron, and more weak- 
interacting than the neutrino, it would 
ẹ essentially invisible to experiments 
ad could exist in sufficient numbers to 
rm the dark matter. Case not proven. 
There are other contenders. A differ- 
at branch of theoretical particle physics 
eks a quality known as "supersym- 
etry” in the universe. The universe was 
«med from two types of particles: those 
at make up matter, like quarks and 
ectrons; and those that "glue" matter 
gether, like photons (light) or the newly 
scovered “W” particles. The matter 
rticles are like basketball players, the 
hers like balls they pass between them. 
ach “ball” represents one of the funda- 
ental forces, such as electromagnetism 

gravity, being transmitted from one 
ticle to another. 

Some physicists instinctively believe 
at, for every type of player, there 
ould be a type of ball. This has led them 
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to predict the existence of a whole series 
of particles: photon-like "squarks" and 
"selectrons", and quark-like “photinos”’ 
and "winos". Most speculative of all is 
the "gravitino", corresponding to the 
still-undiscovered "graviton", supposed 
carrier of the gravitational force. 
Photinos or gravitinos could be the 
dark matter. Unfortunately, there is no 
evidence that they exist. But the theory 
that the dark matter consists of axions or 
"ino" particles can, in principle, be tested 
by studying the movement of stars in 
globular star clusters, such as those 
around the earth's own galaxy. If it con- 
sists of these odd particles, the dark 
matter would have formed haloes around 
the original lumps of hydrogen that 
spawned the stars; these haloes would 
affect the galaxies’ movements. If there 
are no dark haloes, the mystery deepens. 


Human blood is set to revolutionise un- 
derwater exploration. Using haemoglo- 
bin, the blood protein that carries oxy- 
gen, two American scientists have come 
up with an artificial gill for extracting 
oxygen from seawater and so allowing 
combustion engines to work underwater. 

At present, deep-sea submersibles lug 
around oxygen cylinders and rely on 
short-lived batteries. Yet oxygen is dis- 
solved in the water all around them. If 
they could extract it, they could stay 
under indefinitely and use fossil fuels 
instead of electricity as a source of power: 
petrol can provide 300 times as much 
energy as a battery of the same weight. 
The people inside the submersibles—or, 
for that matter, divers—could do without 
oxygen tanks. 

Substances that are good at getting 
oxygen out of water do so by reacting 
with it to form an oxide; they therefore do 
not give it up again without a struggle. 
Nature has solved this problem with inge- 
nious molecules like haemoglobin. At the 
heart of haemoglobin is an iron atom, 
with a high affinity for oxygen. But 
around it is a protein overcoat. Buried 
deep inside the protein, the iron atom 5 
transformed into a tease: the oxygen can 
look but it cannot quite touch. It is only 
loosely held. 

Drs Joseph and Celia Bonaventura, co- 
directors of Duke University's marine 
biomedical centre in North Carolina, 
have worked out how to use natural 
haemoglobin (from blood banks) in an 
artificial structure. It consists of a sponge 
of polyurethane or silica in which the 
haemoglobin molecules are immobilised. 
When in contact with seawater, the ''he- 
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mosponge”™ collects oxygen just as a fish's — 


gill does. There are then two possible 
ways to remove oxygen from the struc- 
ture; it is not yet clear which will work 
best. In the first, the sponge is placed in a 
vacuum, which mimics the lowering of the 
oxygen concentration that occurs when 
blood reaches, say, a muscle. In the 
second, an electric charge is passed 
through the haemoglobin, stripping an 
extra electron from the iron atom and so 
destroying its affinity for oxygen. 

The Bonaventuras’ technology is al- 
ready patented. By the end of the year, 
they expect to have a prototype hemo- 
sponge that will enable an engine to 
breathe underwater. By the end of 1985, 
they hope to do the same for a man. A 
cylinder, 10 feet long by three feet in 
diameter could supply 150 men working 
on the seabed with oxygen. A diver's gill 
could be the size of an aqualung. 

First, though, there are teething trou- 
bles to overcome. The Bonaventuras are 
trying to whittle the haemoglobin down to 
just the bit that matters, the iron-contain- 
ing part called haem, without upsetting its 
properties. They are also experimenting 
with alternatives to the sponge structure, 
such as hollow fibres. Seawater could 
then be washed over the exterior of the 
fibre and oxygen drawn from its interior. 

The idea has stirred commercial inter- 
est. Aquanautics Corporation of San 
Francisco bought the rights to the hemo- 


sponge for $1m and put $300,000 and 





some of its own scientists into the ven- 
ture. Dr Max Perutz of Britain's Medical 
Research Council in Cambridge, who 
shared a Nobel Prize for determining the 
structure of haemoglobin and myoglobin, 
has joined the board of Aquanautics. 

The company has also formed a joint 
venture with Duke University to exploit 
the wider applications of the technology. 
For instance, Dr Joseph Bonaventura 
believes that the hemosponge could pro- 
vide cheaper oxygen for industrial use 
than conventional cylinders. Or a similar 
device, in which the sponge is impregnat- 
ed with the enzyme carbonic anhydrase, 
could be used to scrub carbon dioxide 
from exhaled air in a breathing apparatus. 


















pape inbd t to print ‘the copy 

ist which those of 
Britain are reading costs 
p (around 12 US cents). 
we successfully bought sup- 
rward, this cost has hardly 
2d during the past year, 
merica, where different 
“is used, our paper costs 
risen 21% since August, 
-to about 22 US cents for 
yaper used in each copy. This 
is bad for us, but good 

per-making companies. 

weden is the world's third 
and exporter of paper 
ulp (the intermediary stage 
n trees and paper). The 
/ is now coming smartly 
of the recession which felled 
977-82. Sales of the top 16 
wedish pulp and paper compa- 
„rose by an average of 21% 
ast year. Svenska Cellulosa 
(SCA), the largest, increased its 
profits 64% to — SKr977m 
.($129m). MoDo, the third in 
rank, turned a loss of SKrló8m 
anto a SKr368m profit. 



















































biggest: industry and largest net 
export earner. Turnover in 1983 
as SKr59.6 billion, equivalent 
4.3% of Swedish gnp. The 
industry employs 145,000 people. 
Though nearly all wealthy coun- 
ries have paper-making indus- 
ss, it is the heavily-forested 
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: fen 1 export markets. 
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5 j year. ‘Output of all 
۱ بر‎ rose 7%; that of 
) 12% (see chart 1). West 
rope's paper output was only 
up. Japan's rose 4%. Only 
a did better than Sweden, 
11 uction of paper by 











More tbati: ‘three quarters of 
.pulp and paper is ex- 










na in November, 1982, 
ncrease Sweden's exports 










ipei 


last year. Nearly all of this was 


“Pulp and paper is Sweden's 


rted. The 16% devaluation of. 


paper by 6% and pulp by 25% Jj 


won outside the EEC, which is | 
weden’ 3 largest market (taking J 


Sweden’s pulp and paper com- 
panies are big, vertically-inte- 
grated businesses. They own a 
quarter of all the forests; domi- 
nate the logging business; turn 
wood into pulp (which resembles 
heavy blotting paper) and pro- 
duce every kind of paper prod- 
uct, from nappies and cardboard 
to milk cartons, lavatory paper 
and newsprint. In 1982, the top 
16 companies made net profits of 
SKr1.3 billion (some made 
losses); last year they made 
SKr4.6 billion (and all were prof- 
itable). Big changes in the shape 
of the industry have increased A 
output and, more arguably, it 
efficiency. 


In 1960, there were 76 paper 
making factories in Sweden, ca- 


pable of producing between them 
2.2m tonnes of paper a year. 
Today, there are only 56 factories 
but they have the capacity to 
make 7.5m tonnes a year. In 
pulp, 57 plants now make 9.8m 
tonnes a year compared with the 
127 that made 5.6m tonnes in 
1960. The average Swedish paper 
factory can now make 134,000 
tonnes a year (versus 30,000 
tonnes in 1960). The average 
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investment costs have double 
five years, to an. aver? 
$2,000 a tonne ánnually fo 
typical pulp mill. The ven 








gest pulp machines—those with  : 


an annual capacity of more 
300,000 tonnes-—now cost mo 
than SKri billion each; today 1. 
of them are operating in Sweden 
The industry has been forced to 
modernise expensively by t 
government policies which | 
does not like: l 
© Energy. Sweden's energy 
costs are high and, say the com- 
panies, taxes push them even 
higher, undermining the indus 





trys international competitive - 
ness. This year, their total energy 


tax bill is likely to exceed 1 


billion. But, as a result, the in- 


dustry has achieved spectacular 
energy savings. In 1973, it used 


14 billion barrels of oil; in 1983, it 
el 4 billion barrels, In modern t 


pulp mills, virtually no oil is now 


used in the ovens where the. codes 
is cooked into pulp (though a 


little still has to be burnt in parts 
of the factory that recycle some 


of the ingredients). Most of the. 
ovens (called “digester houses") 


run on a kind of heavy fuel oil 
derived from the wood itself. — - 
@ Pollution. Sweden's anti-pol- 


lution laws require that industries. 
must reduce their sulphur emis- of git 


sions next year to half their levels 


in 1975. The pulp and paper com- . 
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the number 20 producer. Pay 





“Relief may hes in ibt ior t 
indep 'endents. - N 
technology - promises to ma 
smaller factori $ profitable aga 
especially in. the. pulp-mak 
part of the business. 

There are two main ways 
turning wood into pulp—chei 
cally or mechanically. Both . 
designed to separate the fibre: 
the wood from the lignin—a k 
tha ks them: togeth 
In the. ch mical process, wt 
chips. are cooked with chemi 
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so-called 
pulp", are now under construc- 
tion or have recently come into 
operation. This produces a paper 
that is cheaper than ordinary 
chemical pulp but does not tear 
as easily as the mechanical kind. 
It can be used for tissues, cheap 
book paper or nappies-—which, 
until recently, were products of 


rand packaging. Me- 
cal plants produce pulp that 


"chemi-mechanical 


chemical pulp. Because the pro- 
cess gets 90% of the fibres out of 
the wood, operating costs are 
' around $200 a tonne lower than 
for chemical pulps and invest- 
ment costs are around $1,000 per 
annual tonne cheaper. This 
makes it possible, calculates Mr 
Ingemar Croon, who runs à pulp. 
and paper consultancy business, | 


۱ pacity will il come on 
this year or next. 


his leaves the d 
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biggest firms, last year 
a proportion of t 
only slightly above 
for 1968-83, and far | 
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I see no possibility whatsoever of going into paper p i dit o 
Mr Lóf is looking over his shoulder at Sódra's experie 
the late 1970s. In 1976, having made bumper profits 
‘it spent over SKrt billion on six paper and two pulp mil s. By 
1979, the three parts of the business—lumber, pulp and paper- 
contributed roughly equal shares to turnover and the compar 
had 7,550 employees. But too many of Sódra's businesses we 
small and inefficient mills. When recession struck, p: 
crashed to a mere SKr27m in 1979, the government had to t 
in and 20,000 forest owners resigned from the associa 3 
Between 1979 and 1983, there was blood all over. the fo 
floor. Four of the paper mills bought in 1976 were sold or close 
and two were streamlined; both the new pulp mills were closed; 
11 older factories were shut or sold. By last year, Sódra was left 
with a mountain of debt, three large pulp mills accounting 
7570 of turnover and only 4,230 workers. | 
"We're not going to make that mistake again", says "Mr Ló 
He wants to concentrate on what Sédra does best—mak ng and 
marketing pulp. Hts three pulp mills are among the mos 
efficient in Sweden and help make the company one of the m 
profitable in the country. Unfortunately, its debvequity ra 
around 3:1, is one of the worst in the country. Mr Lóf says 
plans to reduce that to 1:1 before investing in paper prod à 
Not everybody in the business is confident that he will 
succeed in keeping himself on such a tight rein. For the 10 years 
before he came to Sódra, Mr Lóf helped increase the turnover 
of MoDo’s fine paper business from SKr200m to SKr3 billion a 
year. Why hire somebody with this background if you plan to. go 
on pounding pulp? If Sódra ever does start making paper again 
in earnest, watch out. Were it to have a paper-making capacity 
. to match its pulp machines, Sódra would be the biggest pu p 
۱ paper company in Sweden . | 


Divi from the forests 


lish paper idi s odd man in is Sódra Skogságarna, 

ans southern forest owners’ association. It is really two 
*5565-—a co-operative of 23,000 farmers in the productive 
ests of southern Sweden, and a $500m-a-year pulp and paper 
ompany (Sweden's seventh largest), 60% of which is owned by 
co-operative. The other 40% is owned by the government, 
ut the co-operative is negotiating to buy the government out. - 
he pulp and paper company (called Sédra Skogsägarna AB) 

e least ntegrated of the big companies. It owns almost no 
orest land of its own, relying on independent farmers (who are 
$ owners) fof supplies. It has a few small paper mills, but 
ales of pulp (the raw material in paper making), account for 
ree quarters of its profits. Three giant mills produced 855,000 
innes of pulp last year. Södra sells more pulp than any single 
ompany in the world. Only Fincell, the centralised marketing 

rm for all of Finland's pulp: milis, sells more. 

“When. the price of: pulp. is-rising, Sódra. makes a fortune. 
‘ices have risen 31% since mid-1982. And because the price is 
denominated in dollars, Södra has benefited more than any 
r company from the devaluation of the krona. Last year, its 
poen. rose 80% to SKr3 32m. (342m). But small changes in 
and for paper result in big swings in demand for pulp 

use when paper demand falls, paper makers buy less extra 

from outside before cutting back on their own production. 

édra vulnerable to falling | prices. 
uestion à for Södra is: st 
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alzburg festival 





1 Schillings we trust 


Salzburg festival is yet again under 
ack for most of the usual reasons—for 
ing too expensive, for being elitist and 
‘not moving with the times. Its main 
»blem is its perennial success. No other 
jor arts festival can touch it for consis- 
itly high attendance figures (last year's 
7o Is likely to be repeated in 1984), 
i55 none achieves such a high ratio 
own income to subsidy (66.995) and 
ae has survived so many body blows 
zr a lifespan of 64 years in such rela- 
aly pristine shape. 
Chat shape was determined around the 
1 of the first world war by a group of 
ympians—notably Richard Strauss, 
go von Hofmannsthal and the produc- 
Max Reinhardt. It was to be a visionary 
thesis of old and new music and drama 
h "all Salzburg a stage", amid the 
hitectural splendours with which 
nce-archbishops had adorned this erst- 
ile principality. It was to be the culmi- 
ion of efforts going back to 1842 to set 
a Mozart festival. 
Jnly the best would do, but for 30 


>: ~ 


business 
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SALZBURG 


years after its inauguration in 1920, with 
the first of the now traditional produc- 
tions of "Jedermann" on the cathedral 
square, the Salzburg festival struggled for 
financial survival. Economic logic and-the 
weather dictated a severe limitation, but 
not the abandonment of the open-air 
concept. A familiar criticism was voiced 
as early as 1922: “glory be to God in the 
highest of prices". Yet three vears later, 
the first festival theatre was triumphantly 
(but provisionally) opened by the Austri- 
an president without a sniff of state subsi- 
dy. The city of Salzburg survived the war 
intact by a hair's breadth and defied fate 
by relaunching the festival in 1945 with 
operas in the original language only. 
Institutionalised now, the festival's fi- 
nances and organisational structure were 
put on a solid footing in 1950 with the 
passing by the Austrian parliament of an 
act providing for a full and permanent 
guarantee against its deficit. Today, the 
festival is good business for Austria as a 
country and big business for Salzburg 
itself. It is supervised by a “curatorium” 





Powerhouse Karajan 


of politicians and officials. It is managed 
by a small team of professionals, headed 
by an eminent Austrian opera and con- 
cert administrator, Professor Albert 
Moser, and comprising Herbert von Ka- 
rajan (these two being the power-house), 
the composer Gerhard Wimberger, a 
Salzburg banker and a drama representa- 
tive (a seat still vacant after the recent 
death of Ernst Haeussermann). 

As well as running the four-week festi- 
val, they also, with a permanent staff of 
145, administer the contiguous festival 
premises, the large (2,300-seat) and small 
(1,400) festival theatres and the Felsen- 
reitschule, which tourist blurbs endear- 
ingly call the rocky riding school (1,580). 
These halls are available for hire through- 
out the year and bring in a handsome sum 
in rents from events such as the Karajan 
Easter festival. 

The 180,000 available tickets for this 
year's 133 performances of opera, sym- 
phony concerts, serenades, chamber mu- 
sic, recitals and drama were 99% sold at 
the outset and 300,000 further applica- 
tions have had to be refused. Some of 
these will have been each-way bets, but 
the Karajan Verdi Requiem was 695% 
oversubscribed by the time the box office 
stopped counting. Although the top price 
of $115 make these the world's most 
expensive opera tickets, an average seat 
costs about $66 and there are several 
hundred at $26. Symphony concerts cost 
about half these prices and the other 
events considerably less. 

The resulting balance sheet (see table 
overleaf) was too good for the Austrian 
government auditors who, in an internal 
report leaked to the press (ready meat for 
the dog days), alleged a series of spectac- 
ular shortcomings that included such sins 
as holding too large reserves, paying 
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H Park (ke ma over $88. 000. for 
fing Die Zauberflóte" in 1982), 
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basket because i in its Hodao Falstaff ١ 
needed one with a false bottom. If it had 7 


borrowed Vienna's basket—which. was 


for heaving out of the window with Fal- 
staff inside—the . stage reconstruction 


needed would have cost 100 times more. 

The festival’s trump card is its argu- 
ment that the deficit cover paid by the 
government in Vienna and the province 
and city of Salzburg (respectively 4096 
and 20% each, not counting the Salzburg 
tourist promotion. contribution of 2076 
out of non- public funds) brings in a hand- 
some return in the shape of tax revenue: 
$13.2m in 1983 for an outlay of $4.1m. H 
has been reckoned that Salzburg festival 
visitors benefit the Austrian economy to 
the tune of $22m a year. — 

Salzburg's ability to surmount crises 


was demonstrated anew when Herbert 


von Karajan's mutinous Berlin Philhar- 
monic orchestra, having cancelled its two 
Salzburg concerts, 
hardly a ripple by the Vienna Philhar- 
monic, perhaps heralding a famous rec- 
onciliation in the long-standing love-hate 


1250 | | 


was replaced with . 
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lines, which have recently been 
firmed DE e 
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@ Richard Strauss; n 
@ The “great Europe: 
in opera, drama and punta EN. 
e Comedy in opera. and the 









Salzburg festival. ‘management - says 
owes it to its. audiences and to the Aust 
an taxpayer to continue. providing or 
the best: "You have to. throw money o 


_ of the window if you want twice as mu 


to come in through he door.” 





Sounds and sweet 


Both of Salzburg’s new opera productions 
this year were drawn from Shakespeare— 
Verdi's “Macbeth” ‘and “Un Re in As- 
colto", a new work by Luciano Berio 
distantly: related to “The Tempest”. To 





everybody's surprise, the more enjoyable 
turned out to be "Un Re in Ascolto" (CA 
King in Audition")—a piece of great 
originality that extends the horizons of. 


opera and is also outstanding. entertain 
ment. Specially commissioned for Salz 


The subiect: is the ha ofa heatris 















performance based on “The Temp 
king, who, it emerges, is Shakesp 
و‎ tale sits in on the auditions, 


burg, it vindicates the, summer festival r 


and should help to silence popular criti-. dd 
cism that it has. become. an irrelevant 


fashion parade for the very rich. = 
Critics: will disagree about how to. d 


scribe the new-work. Luciano Berio, who 
wrote it in. partnership with the poet Italo 


Calvino, insists that it 4S not an oper: 
since it. lacks a plot and the interplay. 
characters. and emotions, He p 








entity brane Tow. 




















t very Scottish 


us. In the theatre, which is the test of a 
natic work, it comes into its own. 
ped by Götz Friedrich's witty and 
'entive production and some eye-catch- 
! sets by Günther Schneider-Siemssen. 
5 spiky modern opera grips for every 
€ of its economical 90 minutes. 
[t starts with Prospero sitting in his 
dy, with his back to the audience in the 
ddle of a circle. Actors drift on-stage 
e fugitives from the big top. There is a 
htrope walker, a fire swallower, a tur- 
ed Indian who saws a lady in two and 
ssembles the torso, and moppets 
'Ssed up as fairies flying through the air 
wires, 
\ curtain made of glass baubles de- 
nds like rain, while clowns with orange 
۲ sprinkle the sea with a watering can 
1 congratulate each other on the sea- 
2d tree that grows from their pains. 
wards the end, the stage is jacked up so 
t the cast is left hanging on ropes at a 
pe angle. The circus is never far 


his madcap enterprise would be tire- 
1€ if it were not done with such pa- 
he and good humour. There has been 
hing like it in opera before, though the 
y-within-a-play formula has a long 
igree that includes "Pagliacci" and 
hard Strauss's Ariadne auf Naxos". 
uld the music hold up cold—on radio. 
? That remains to be seen, though the 
visibility of the musical and the theat- 
| elements is, to some extent, the 
ıt of the piece. 

heo Adam sang a noble Prospero, but 
star performer was the conductor, 
in Maazel, who plainly believes in this 
k. When rehearsals began six to seven 
ks before the first night. the Vienna 
harmonic under his baton was note 
ect. Only the stage work remained to 
lone. All the preparations paid off 
n "Un Re in Ascolto" became one of 
few contemporary operatic works to 
1to rave reviews, 
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Lady Macbeth, in Verdi's opera, has to 
begin with a spoken account of her hus- 
band's letter from the battlefront. "Nel di 
della vittoria, io le incontrai...” she 
says and half a dozen more tongue-trip- 
ping lines before she can get down to the 
business of singing, which, after all, is 
why they hired a soprano rather than 
Glenda Jackson. She declaims these 
words because the audience needs to 
know what the letter says, but the device 
Is unrealistic. Nobody reads letters aloud. 
In Salzburg's new production of “Mac- 
beth", the producer, Piero Faggioni, has 
found a solution so effective it is astonish- 
ing that nobody thought of it before. Let 
Macbeth, not his wife, speak the lines 
over a loudspeaker. They are his words 
anyway. 

Not all this production's brainwaves 
were so inspired. It was a meld of the deft 
and the daft. On the downside is an 
obsession by the designer, Ezio Frigerio, 
with parting scenery and the use of such 
towering trees in Birnham Wood that 
nobody could conceivably have carried 
them to Dunsinane. The final battle is a 
curious affair, with Macbeth sprawled 
nonchalantly across the throne while his 
kingdom is being lost all round him. 

There is nothing very Scottish about 
this production—least of all the soldiers. 
whose uniforms are Habsburg hand-me- 
downs. There are some magnificent 
scenes, though, amid the misconceptions. 
Duncan's funeral procession, grief-strick- 
en and torch-lit, makes a stunning stage- 
picture across the vast width of the Gross- 
es Festspielhaus. The death of Macbeth. 
kicked unceremoniously down a ramp, 
seems somehow fitting for a character 
who, in Francesco Maria Piave's melo- 
dramatic libretto, never achieves the trag- 
IC stature of his Shakespearean 
counterpart. 

The centre of vocal attention, as it 
should be in this opera, is Lady Macbeth, 
sung by the Bulgarian soprano Ghena 
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Dimitrova. She is not to everybody's 
liking and there were unkind souls at 
Salzburg who jeered her. Few would 
deny, however, that her enormous. unre- 
mittingly powerful voice has, as Verdi 
stipulated for this role, “something of the 
devil in it". At first it is thrilling enough. 
"Vieni! U affretta!” went with a ping fit to 
punish the eardrums of those in the 
farthest seats in the auditorium. She looks 
awesome, too—like some mighty, well- 
fed vulture that has picked over a bone or 
two on her way to Dunsinane. 

It is small wonder that she is getting all 
the heavy-duty parts in opera, from Puc- 
cinis “Turandot” to Abigaille in “Na- 
bucco". One day, she might make an 
interesting Brünnhilde if the voice lasts. 
That, though, is the big question. Miss 
Dimitrova should husband her voice. By 
the end of a hard-driven evening, the tone 
was starting to sound scrawny. 

Macbeth can be a thankless part beside 
the showier opportunities for his wife. 
Piero Cappuccilli, however, is a veteran 
and knows that when Lady Macbeth has 
sleep-walked off stage, he has the rest of 
the opera to himself. In lesser hands, the 
closing scenes can be an anti-climax. 
Done as well as Mr Cappuccilli did it at 
Salzburg, Macbeth's last aria, “Pietà. 
rispetto, amore", swings the focus right 
back to the title role. He was rightly 
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Market: ۵ 
ISSUES AND PROSPECTS TO 1990 


This report charts the development of the 
UK passenger car market during the past 
decade, assesses the current strengths and 
weaknesses of the individual suppliers and 
analyses the structure of distribution. 
Forecasts of car demand up to 1990 are 
provided, and reasons given for the 
suggestion that the traditional garage will be 
increasingly eclipsed as a retail outlet for 
cars. 
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| The major musical event of the Europe- 
.| Pesaro, the home town of Rossini. Here 


. | piece, “Il Viaggio a Reims" from a score 
| reconstructed by the American musicol- 
| ogist Janet Johnson. 

| Various explanations exist for the dis- 
| appearance of the work, despite the 
| enthusiastic reviews which greeted its 
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an summer festival circuit is neither in 
Salzburg nor in Glyndebourne, but in 


` original performance. Most plausible is 


` | the idea that the opera was too closely 


` linked with Charles X, for whose corona- 
tion it was originally commissioned, and 
whose reign became a series of unmiti- 
gated disasters. Rossini might have felt 
the work unsuited to his French 
audience. 
The charm of the opera lies in the 
variety of arias it includes; Russian, 
Polish, Spanish, English and even a 
Tyrolean yodel. The libretto concerns à 
group of travellers from various lands, 
on their way to attend the king's corona- 
tion. Discovering that they will never 
reach Reims, due to a lack of horses, 
they stage their own celebration, joined 
by the staff of the hotel where they spend 
the night. Several of the nine principal 
Reims arias can be found in the later 
“Comte Ory”, where the earlier material 
reappears. ۱ 

The production matches the interest of 
the find; Claudio Abbado leads the 
Chamber Orchestra of Europe, and the 
cast includes Italy's new operatic star, 





` applauded, as was Nicolai Ghiaurov in 


the supporting part of Banco (Shake- 
speare’s Banquo). So great a bass in so 


. small a cameo is one of those no-expense 
. spared bonuses that Salzburg and few 
— Other opera houses can entertain. 


In the pit, Riccardo Chailly, in his 


.. Salzburg debut, gave a strongly rhythmic 
` reading that skilfully disguised some of 

` the crudities of early-to-middle-period 
— Verdi. He is a protégé of Herbert von 
. Karajan's. Most who have enjoyed that 
. privilege have gone on to distinguished 
` careers, none more so than the black 
-~ American soprano Leontyne Price. Her 


recital, before an adoring audience at 
Salzburg, was marked by consummate 
artistry—a model of what such occasions 
should be. 

She took surprisingly little time to 
warm up. The first song, by the early 
eighteenth-century composer Benedetto 
Marcello, lay, perhaps, a little high for 
her nowadays, but Poppea's aria "Bel 
piacere" from Handels "Agrippina" 
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Celebration by the wayside 


Cecilia Gasdia, in the character of Cor- 
inna, and Ruggero Raimondi. The pro- 
ducer, Luca Ronconi, has made highly 
innovative use of the camera equipment 
that records the three hour cantata for 
Italian television. Monitors become part 
of the decor when the singers drape 
themselves or their arcadian lillies over 
the cumbersome machinery. Technicians 
mingle with other extras, dressed all 
alike in beachwear. In a final coup de 
theatre, the king and his court climb the 
stairway and make their entrance into 
the live performance. The production 
ends as a multi-media happening. 


went better and by the time she tackled 
Pamina’s “Ach, ich fühl's", the splendour 
was fully regained. 

Miss Price next sang five Richard 
Strauss songs, including "Zueignung" 
and "Stándchen", normally associated 
with more silvery voices, like Lisa Della 
Casa's. Miss Price's burnished bronze is 
in marked contrast and takes a little 
getting used to in this music—but why 
not? 

She gave her fans what they wanted 
before the interval with “Un bel di" and 
then embarked on music close to her own 
heart—spirituals and twentieth-century 
American songs. "Snake". by Ned Ro- 
rem was captivatingly done, while "Min- 
strel Man", Margaret Bonds's setting of 
verses by Langston Hughes, was touched 
by an authentic anguish, the blues in an 
art-song context. 

Her audience might have preferred 
more opera, but she artfully saved most 
of it for the encores, of which there was 


full measure. “Io son lumile ancella 
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from “Adriana Lecouvreur” was support 
ed by three immaculate Puccini number: 
Two more spirituals and "Summertime 
from “Porgy and Bess" completed th 
programme. The audience would hav 
detained her all night if they could—a 
evening to treasure, indeed. 

Aged he may be and seemingly frai 
but in his mid-seventies Herbert vo 
Karajan is musically as penetrating 6 
ever. Tickets for his single account of th 
Verdi "Requiem", all seats for which ha 
been sold months before, were the hotte 
properties in Salzburg this summe 
Those fortunate enough to hear this ma; 
isterial concert can confirm that Kari 
jan's conducting technique has been in n 
way impaired by his earlier fall. 

This "Requiem" had stature and 
proper atmosphere of terror before jud, 
ment day. The first whispered "requie 
set the tone, to be picked up later in 
"Dies irae" at "quantus tremor est f 
turus", in the mezzo's barely audible “`r 
inultum remanebit" and in the thunde 
ous silence before “mors stupebit". Tt 
was an old man's perspective on tl 
"Requiem", a meditation on the apoc 
lypse and a reminder that Verdi's maste 
piece is not just a showcase for virtuoso: 

Of course, it is that, too—orchestral 
and vocally. — Karajan's — "Sanctu 
achieved the heaven-splitting exciteme 
one had, perhaps. missed in the "Di 
irae", where, however, the string passa 
before the "Lacrymosa" was of especi 
beauty. At the end, the dry, alm« 
toneless plucking of the strings powerfi 
ly suggests a world, all passion spei 
timorously awaiting the last days. The 
have been greater "Requiems", ones tt 
are more consistent in all departmen 
notably from Carlo Maria Giulini, t 
few with such conviction. 

The shortcomings lay with some O 
soloists, not all of whom were on Ka: 
jan’s wavelength. José van Dam, t 
bass, and Agnes Baltsa, the mezzo, cc 
tributed a gravity. as well as sumptuc 
singing. that perfectly complemented F 

rajans reading. The soprano, An 
Tomowa-Sintow, began tentatively, | 
grew in authority. By the end, the t 
ladies gave a moving account of 1 
"Agnus dei". 

The weak link—or, rather, the wre 
link for this chain—was the tenor, X 
Carreras. Mr Carreras is one of the thi 
best tenors in the world. but of a flamb: 
ant, not especially intellectual. kinc 
which was at odds with this interpre 
tion. In this context, his "Ingemis 
sounded mannered. sentimental, son 
what self-regarding. Comparison with! 
ladies in the "Recordare" exposes ! 
superficial way José Carreras sometin 
uses his beautiful instrument. 

Anna Tomowa-Sintow and Agi 
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rding, for the modern cast is 













sonically, Agnes 
unchallenged in this 
actress, it offers won- 
exual ambiguity, espe- 









ng aman playing a woman. 





She is never more feniinine 
retending to be most manly 
more funny than as a man 


Its the heart as surely as Christa Lud- 
„did i in the old days. All in 1 all, itisa 
a lorance. 

ini a Tomowa-Sintow may not be re- 
bered as one of the supreme Mar- 
allins, but she looks and moves well 
1 provides - a more than competent 
tribution to the great trio in Act IIT, in 
3se final phrases she has the reserves. 
lominate the vocal line. 

hird member of the trio, unfortu- 




















a et Perry Mo a pretty little 
1 و‎ 85 useful _ member of 


of the ı rose scene. 
rarely got much of a aa fs 
hard Strauss, whose infatuation with 
female voice was legendary, but Vin- 
Cole made a striking impression in 
ette of the Italian singer. More 
ieard of him. As the odious, 
Baron Ochs, 
and Herbert von Karajan's pro- 
got full slapstick value out of his 
ursuit of Mariandl/Octavian. ` 
in productions are generally ser- 
ind intelligent rather than | in- 




























: dowi old ‘Sets skilfully re re- 
etter-box stage to more man- 
تسس‎ In. the end, ig 








Sis the Strauss ۱ 
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older » version, > éxeept in 


indl scenes, in which a 


akes light of the camp. 


rading as a maid. Vocally she 


Kurt Moll had a 


© Banning the book 
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i x library's s collection a collection: books 





| x Y cens in the véfnacular, weitings ne 


Luther, Galileo, Hobbes, Locke, Rous- 
seau, Voltaire, Twain, Flaubert, Freud 
and Marx, and prints by Dürer, Goya, 
Daumier, Manet, Grosz, Malevich and 
Picasso. | 

Censorship. appears in the Bible itself. 
"Tell it not in Gath”, Socrates was a later 
martyr to free expression, and Plato's 
"Apology" gives an early defence of 
conscience and Socrates's public benefac- 
tion in pursuing his inquiries. But this 
exhibition's books were all barred in the 
past 500 years, when the growth of print- 
ing brought new censorship with it. 

A papal. bull in 1487 asserted the right 
to prior approval before any work was 
published. The first Roman Index of 1559 





established a précedent that was not 
abandoned until 1966. The church was 
slow to catch on to the secularisation of 


a society, where the state generally tries to 


regulate only circumscribed public mat- 
ters. This was set forth by John Locke and 
repeated in what is the show’s most 
valuable item, an early draft in Thomas 
Jefferson’s hand of the Declaration of 
Independence. As with many reformers, 

Locke was prepared to exclude Catholics 
from his toleration, though not, like the 
Protestants.Luther and Calvin, in order to 


_ establish another intolerant orthodoxy. 


The show wisely focuses on history and 


On its victims, the books banned in the 


context of their times. The works are 


familiar, but their contemporaries’ view 
‘not always remembered, especially when 


the writing. speaks to other ages. Tom 
Paine had to flee to France after “The 
Rights of Man” was published. Giordano 


ae was burned at the stake and Gus- 
| > tave Flaubert protested to the publisher 

trying to clean up "Madame Bovary” for 
^: serialisation: “Well, Pil do nothing more, 
po not a correction, 





lot. a deletion, not a 
8: nothing. . . One. 








writers rehabilitated after Stalin's dea 


_ attached", It can be as simy 





“AS Flaubert a from h 
the obscenity charg 
"Madame Bovary" dni 
French woman's heart, 
promoted by censorship. Mai 
was elated when the town of 
near Boston banned “Hucklebe 
because: “That will sell 25,000 « co 
us, sure." In the days before mas 
marketing, censorship was a prime: 
of publicity, which helped the boo 
the censors and inspired Ralp 
Emerson to eulogise: “Eve 
book enlightens the world; . 
pressed or expunged word. te 
through the earth." 

Countries still practising prio 
ship continue to make best: 
banned books, if not in their o 
then certainly in the west. Som 
writers envy the seriousness: wit 
their socialist colleagues areo 
They see the publicity value of € 
but not the effects of suppressio i 
often leads to self-censorship. 

Writing in the profusely illustrated ¢ 
alogue of the show, the poet. Steph 
Spender recalls that “when Jose 
Brodsky had put to him the questi 
whether he did not prefer the seri 
with which the Russian authoritie 
poets to the indifference with: 
American authorities treated t 
replied: ‘Yes, I know. But T | 
America," 

As the Polish government ‘nde 
in December, 1981, when it dec 
martial law by pulling. the plug o 
country's telephones, censorship re 
control over technology. Tech 
spreads ideas that censorship tries to 
Library aide William Joyce, who. 
curated the exhibition, believes no 
sorship ever fully works. Unfortunat 
successful censorship leaves no evid 
though Russian scholars note tha 





































































































































































were those with living widows t 
their husbands’ work. Stalin may. 
successfully smothered others. — 
Included in the Slavonic division 
one-step lesson in censorship, referrin 
a Soviet encyclopaedia’s entry on Be 
“To the subscribers 1 to the Bol'sh. i 






































pages 21, 2. 23 nd. 24, as و‎ well oi 
portrait inserted between. pages 22 

23, in replacement for which you 
been sent pages with a new text. ” 
designated pages can be cut out». 
scissors or razor blade, preservin 
inner edge, to which the new ages d 





























In stitute for 


| International. 


Studies 


ehensive range of courses in International. 


A ademic, Professional and Vocational Pur- 


“fall and: part- -time adi: in Torin for those 
alifications and those wishing to extend their 


ing knowledge of general, specialist and vocational. 


Sin a jntêrnalıonal E 


he nan lead 1 to a Certificate: and Diploma of Ws «dH 
| istitute, which i is an Independent ofganisation i in London. 


For further information please contact: 
Institute for International Studies 
C 36 Great James Street 
London WCIN 3HB 
` Telephone 01-831 0793/4 
5 Telex 291096 6 


; esi MM 
Màn: agers who choose ii ita nine-week development oo also 


entre for M nagement Studies. 


ot International Relations , OF 


evening semi Jat: 
Enquiries welcomed now. from candidates h hold ; 
Please send coursé details to: Name: .. 
Address: 


A Co-educational Liberal Arts Universi C Collana servin ۱ the ir internation 
community. p 


Video; ی‎ Sda Languages: 
chology; Religion: international Relati or 


Tel: 01 $40 4487 or 01-940 9162 Telex 25357 ESLON G: 


LI VERPOOL POLYTECHNIC 
Department of Maritime Studies 


BSc and BSe (Honours). 


A three-year o or four-ye 
shipping, freight managen 
Normal grant/scholatship R 
apply. | ۱ 
Industrial training “plac 
applicants. ۱ 





1 Economist t to joi 
iarters in London. 


nomics Department is ‘responsible for all 
cs input to the Bank worldwide eluding 
Risk analysis and money and currency 
for the AMEX Bank Review. The - 
ould be expected to contribute to all 
ie department and to quickly | 
15 bilities. 


in their atly 20s, should have a a 
116 training including a second — 
n ability to prepare ani present concise 
| reports for manageme tis essential. 


۱ competitive salary will be offered with the | 
sual Bank fringe benefits — 


"lease apply i in writing stating full 
articulars, to: 
‘he Chief Economist, ee a 
merican Express International 

| Corporation, 
2/ 15 Fetter Lane, 
ondon EC4A IPT. 


| London Degrees, BTEC. Prospectus. 


. The Principal, Dept CA6; ‘Wolsey Hall, 
xford OX2 6PR. Tel: 0865 54231 (24 


We tan help 
Write to: 
i TAC A 


| Tel: 61-993 3983 


| ge just ONS SULTI [NC al 
to become-a.successful consult- 
ant-in your own field with our 


page course book. There isl. 


sk with our full, money- 


back guarantee. There are nol 


postage. or handling charges. 


Send your check or VISA # ded ۱ 


91 Box 309, aus 


۳ OUS. teat L 


Stockholm 


Institute 


to organise and prepare ij pub 


el Ares. پیات‎ = > = Ste 


y yapon. coy 
and the military r en fuel اج‎ i ۱ 


Two-year contracts. Salary nédgotidblé: Moving 8 
penses paid. Benefits include housing, ce st of livin 
allowance, and children’s school c costs in Swede i 


Applicants should write for full job descriptions. 
اا‎ date: 30 0 September t 1984. 


ees to: 


: The Director, ۱ 
Stockholm International Pe ce 


Research Institute, = — 
Bergshamra, S471 73 Sol, 
Sweden 


There j isa | vacancy. in our ır Ec nomic 3 
Unit for an Economist t | 


eb kave had two. years" ex rience 
a financial or forecasting enviro me 
but well-qualified recent it graduates. will E 
be considered. - EE 


The successful candidate: will j join an pu 
economic and corporate research team. 
with a high reputation in the City and i 
Industry. Remuneration is competitive s 
and there is scope for rapid advance- -> 
ment. Thereare profit-sharing schemes, OE 
pension fund and other benefits, - 


Please send a brief curriculum vitae ۱ 
and apply to: 


- Dr. Paul Neild. hilli RT Drew, 
120 0 Moorgate, ncs i nE ¿C2M 6XP.- 








































Maize and Wheat improvamints Center (CIMMYT)‏ نس 
n-profit agricul Itural research and development. organisation‏ 
oted to i ing word. the productivity il maize sahd wheat throughout‏ 
leveloping worl‏ 


5 inform: | 


e in an agricultural subject, ‘fluency in English, and excellent 
ation, writing, editorial, and print-related skills. 


nsation is internationally comp 

nd CV to reach Mexico by 30 ber 1984, to: Chris 
ell, Head, information Services, CIMMYT, Londres 40, 
Mexico, DF, 06600; Mexico. Telex: 1772023-CIMTME. 


PROPOSED UNIV ERSIT ¥ OF ULSTER 
ADULT AND CONTINU ING EDUCATION 
OPERA’ FIVE EDUC. ATION RESEARCH AND TRAINING UNIT (Magee Campus), 


University. of Ulster invites applications from suitably qualified applicants for the 
ving óne- yea posts which are funded by the EEC. 


TEMPORARY LECTURER IN 
O-OPERATIVE STUDIES Ref: 064 


Applicants should have at least a good honours degree or equivalent in Social or 
B i of in à related. field. Experience of Co- ay جر‎ Societies is desirable. 
‘hing » a programme leading to a University certificate in Co- 
hi t developmental röle as well asa. teaching function. 


[ ASSISTANT Ref: 065 


Applicants should hase | a d. honours. degree or equivalent in the Social Sciences. 
t preferably with a good background i in geography. Experience of € و‎ ap Societies 
would bean advantage. The. project. supervised, by Dr R. Donnelly, is concerned with 
M the er of Sey SOD eT of community- -based co-operatives in Great Britain and 
cos. Weian 
a Salary: range: Research: Assistant. £6:310-£8,530 per annum 
ves Lecturer £7 :190-£14,125 per annum 
A Further particulars may be-obtained-from the Staffing Officer Designate, PO Box 35. 
eae Coleraine, Co Londonderry, BT52 ISA, quoting the appropriate reference number, to 
eiat together with a curriculum vitae and the names and addresses of three 
old be returned not later than. 18 uem 1984. ۱ 



























Benn Electronics Publications Limited is a leadi 
ublisher of market and technology forecasting reports on t 

.` ` 455 worldwide electronics industry. 
search Editor is required to take responsibility for a highly - 
otivated Research Unit, contributing professional 
ytical skills to a growing number of continuous projects. 











_ develop و‎ computer-based modellin jiques. 
licants should offer: € Education to degree standard or 

. * Minimum 5 years experience in lysing economic, 
rket and technology trends. Computing experience an 
dvantage. € Project management experience. € Strong 
munications sk ills, especially writing. Foreign languages an 
۱ e; € Knowled ‘of the electronics industry 


























! nber of the E: tel Group plc, Benn Electronics 
Publications offers ana remuneration ‘Package and a 


fe seeking an experienced science i writer/editor: to join IH 
tion group in Mexico with responsibility for maize 
cations. The position. requires a professional 


etitive. Send application | 




















will also be considerable scope to launch | new projects and 






The Reserve Bank of Aus ali 
graduate 1۵ head a small ê 
Applicants should have at leas 
as an economist and an honours deg 
on monetary theory/policy, af 
ground in analysis of current e 7 ۱ 
be an advantage. 2 
The appointment will be on the basis ofa 
will be negotiable. | 
Applications stating age, qualificati 


be made in writing to the C 
Reserve Bank of austere 100! 
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arid deck pm men n‏ امرس ا 
complete suche as: ign J‏ 
fields of the bank. ۱ us‏ 


Gees Prene CH- 1005 Lausanne, Switzería Tet (213 2 
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VISIT PROPERTIES—NO OBLIGATION 





FURNISHED LETTINGS $ 
Surrey; Berkshire, Contac 
shott (037 284) 3811. Telex 895511 1 


irod to issit ‘in reaaarch : 


the preparation of economic | | 


statistical information for the 
ilding materials industry. 
uates with some work ex 


ence will qualify. Programming. "PEE 


ils are desirable. Salary 
; usual 


1 ral Mi " ge Candid j iles uud | 
have an honours degree or equivalent | 


! Marketing or another: 


. ject, and preferably have some relevant | 
a E | three years. 


industrial experience. 


y Salary on scale (£7, 180-814 125 pa). 
-USS benefit. 


-Application forms and. further particu- | 


: P lars (quote 50/84) are available from 


Staff Office, McCance Building, 16 - 


` Richmond Street, Glasgow G1 1XQ. 


: Closing date for applications: 
E 17 ‘September 1 1984. 


in igicitini 
Economics/Econometrics 


| Applications are invited from grad- | 
| uates possessing either a first or 
upper second class honours de- | 
gree in agricultural economics or | 
! economics or econometrics or a 
| masters qualification. The schol- | 
| arship commencing October 1984 | 
is for two years but may be ex- | 

tended for a third year. The person | 
| holding the award will read for the 


MPhil or PhD research degree. 


Candidates should normally be | | 
| British subjects and they or their | 
| parents must have been resident. 


in England or Wales for at least 
Please apply by letter, 


names of two referees to: 
Professor A. J. Rayner, 
Department of Economics, 
University of Nottingham, 
University Park, 
Nottingham MG7 ۰ 


۱ TA Economics Advisory Gub (SEA Group), the consul- 
ncy arm of Lloyd's of London Press Ltd requires two additional 
r sultants | to assist in developing this fast growing organisation. 


lese appointments, which are London based, involve liaison 


with executives. from all areas of shi 


ing and associated 


Justries plus the development of close links with the oil and dry 
اب‎ marke ‘Each position will involve مایت‎ time in providing 


ultancy for individual clients as w 


ell as specific multi- 


iti is Rot از‎ to have previous © consultancy experience but 


Ydidates sh 


۱ should have a track | 
lanning or market research in shipping or 


ocord of business development, 


or allied industries. 


Statistical or econometric experience: or qualifications would also 
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| company iocat DC, P [ * 
metropolitan area will organise and direct BB 

| commercial and residential development pro- | f 

sa for overseas investors and joint venture. f. 


ter, not later 
than 7 September 1984 giving the | 


hegemony in European De 


ture development of Europe, Middle East Ll 


and Africa. 


Ba uiries to: ید‎ chert Cunninghttn, H enue 
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DEVELOPMENT—USA 


Real Estate. development conspi 


company will organise and direct rea! 


estate activity for overseas investors di 
| | and joint venture partners. 


Reply to: 
Depot igi we hei Company 


city "apartment. enoe 


20 pet week. Tel: internat + e 


2220 East دی‎ Avenue | Al Sees ۱ s = . 


A rapidly expanding real estate development ir 


ed in the Washington, 


partners . 
Serious inquiries only: 
TANDEM ASSOCIATES, ING, 


PO Box 6161 
Mclean, a, Vigia: 22102, 


Near Hyde Park ‘Spa- | | 
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-CONOMIC AND FINANCIAL INDICA 


See ع۳۴!۴<د‎ 
JTPUT, DEMAND AND JOBS Britain's gdp was depressed by striking coal 


ners in the second quarter, so it was only 2.5% higher than a year before. Italy's gdp 
int up by 1.4% in the year to the first quarter, its fastest growth since 1980. In June, 
nerica's retail sales were 8.6% higher than in June, 1983. France's unemployment 
ie was 9.4% in July (compared with 8.3% in July, 1983), and Sweden's was 3.2% 
ympared with 3.4%). Sweden's 12-month increase in industrial production was 
9% in June; Switzerland's jumped to 8.3% in the first quarter. 


thange at annual rate 
industrial production gnp retail sales unemployment 96 rate 
3mthst ۰۲ 3mthst 1 year 3mthst 1 year latest year ago 





+ 4 +10.4 + 9.4 +7.9 (3 + 27 = 06 (3) B.8 (7) 10.3 
3 t na . ۱ 4 (6 ۱ 


. i 5 (6 ۱ 
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ICES ۷۱ سس‎ 
ICES AND WAGES In July, America's 12-month rate of consumer price 
ation fell to 4.196, the slowest rise since February; Britain's inflation rate fell to 
% (from 5.196 in June), and France's to 7.5% (from 7.6%); Canada's was the 
y new inflation statistic to show a rise, from 4.195 in June to 4.296 in July. 
iolesale prices went up by 4.8% in Australia in the year to April, by 14.595 in 


ince in the year to May and by 3.1% in Switzerland in the year to June. 
yange at annual rate 





CUS: NORWAY Strong export 
owth in 1983 pushed Norway's 
Ide and current account balances 
۵ healthy surplus. Gdp, after falling 
` 0.6% in 1982, confounded many 
'ecasters by rising 3.2%, and the 
employment rate stayed well be- 
v the average for other industrial 
untries. Inflation carried on falling 
m its peak of 13.696 in 1981, 
t—the only bad news—at 8.6% it 


ıs three percentage points higher X of labour force One qim peines 
in the OECD average. The infla- کے‎ a 
n gap may narrow this year and 


xt, say OECD forecasters; but 
taker export demand will more 
in outweigh stronger domestic de- 
ind, 50 growth in output may slow 
2% in 1984 and to 14% in 1985. 





notes icable to all tables. All figures seasonally adjusted except where otherwise stated. “Not seas. adj. tA ی‎ catia latest 3 months 
or. 


"Ow Tm 


rared average of previous 3 months, at annual rate. n.a. Not available. Small figures in brackets denote month of ind 
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THE ECONOMIST COMMODITY PRICE - 
INDEX Aluminium prices in London — 
slipped below £850 a tonne this week, _ 
the lowest level for nearly 18 months, — 
despite news of a fall in primary output in — 
July to 34,500 tonnes a day, the first — 
since February, 1983. After drawing on 
stocks in 1983, producers brought idle — 
capacity rapidly onstream this year; in the - 
United States output reached 90% of — 
capacity by the end of April. As primary 
supplies increased, so did the flow of - 
recycled scrap from packaging. That - 
tipped the market back into surplus, and 


allowed consumers to stand back 


wait for lower prices. | 


1980 — 100 
Aug 14 
Dollar index 
All items B0.8 
Food 89.7 
Industrial 
All 72.8 
Nia ` 79.0 
Metals 68.0 
index 
All items 142.5 
Food 158.1 
Industrial 
All 128.3 
Nfa* 139.3 
Metals 119.9 
SOR index 
All items 103.5 
Food 114.9 
Industrials 
All 932 
Nfa* 101.3 
Metals 87.1 
Gold 


$ per oz 354.75 


and - 


% change on 

Aug 21 one one 

78.6 -17  -132 

87.0 -23 - B9 

70.9 -09. -177 ۲ 
76.1 +07  -172. — 
67.0 -22  -179 

3" وه + 09- 138.9 
59+ 16- 153.7 
42 - 02- 125.3 

134,5 +14. = 375229 
118.4 mi l - 48-5 

i x 

100.5 -18 -96 © 
111.3 -29'-"- $t 1.9 
90.7 ^fi. -145. 
97.4 *0.5 -13.7  — 
85.7 -24 | -148 T 
345.50 *18 -188 


Crude oil (spot) Arabian light 


$ per barel — 2772 2765 422 = 44 8 


"Non-food agriculturais 


Consumer prices 


OECD average 


% change on previous year 


Trade balance 







"een Norway 






Current-account 


balance 












` ECONOMIC AND FINANCIAL INDICATORS 


FOCUS: EQUITY FINANCE Last 
year, equity markets enjoyed a revival 


of business almost everywhere. The | 
improvement over 1982 was especial- | 
ly strong in Britain, where the propor- | 
tion of funds raised through equities 


increased from 2.7% to 4.3%, and in 
America, where it went up from 2.8% 
to 5.396. Companies in France, Swe- 
den and West Germany also raised 
more through equity issues. A brighter 
outlook for the world economy, and 
hence for profits and dividends, was 
the most important influence, pushing 
share prices up, and making equity 
finance more attractive. The French 


and Swedish governments encour- 


aged the trend by creating special tax 
allowances for equity holders. 


Equity funding as % 
of total funds raised* 


Source 5 





| Switzerland 


Austraia - — 3110 





“Domestic non. ۲ ۳ sectors 


= dm == 


WORLD BOURSES London paused to reflect on the recent falls in British int 
rates, and decided that the best of the good news was over for now. Singapon 
back for the second week, on a further round of profit-taking. Elsewhere share p 
carried on climbing, led by another strong rise on Wall Street. 
% Change on 
31/12/83 
in local 


* |t 


باب 


+ 








i Ft | | | + 


4+ |+ | + 


+12.5 2191 - 01 


MONEY AND INTEREST RATES British banks cut their prime lending rat 
11. 5%, the third half- -point cut in two weeks. Britain's 12-month measures of b 
and narrow. monetary growth both slowed in July; America's narrow measure sic 


to a 12-month rise of 5.996, but growth in the broad measure increased to 9.8%. 


I .— Money su supply $ Interest rates % p.a. (Tuesday, except bonds which are previous Friday 


OH Gal 6 rise on year ago Money market Commercial banks Bond yields Eurocurre 
AE  Namow Broadt Overnight 3months Prime Deposits Gov't Corporate Deposits 8 
(M1) lending 3 months long-term 3 months 
+10.3 (6 >) 11.95 14.50 1170 1400 1500 1072 1 
— +59 +10.7 (3) a 11.75 1475 1090 1191 1205 11.25 
+ 1.1 + 43 (7) 1200 1215 13,00 1220 1284 1297 1216 1 
85 +93 (1) 1113 1150 12.00 1156 71250 1392 1156 1 1.56 
13 + 3.7 (6) 5.40 6.00 8.00 7.95 7.90 5.50 
+ 47 (3) 613 638 | 80 6389 56 — 899 63 — 
+12.6 (3) 1663 1688 17.00 1150 1529 1435 14.63 
+ 7.5 (6) 6.00 6.34 5.50 3.50 7.14 7.54 6.81 
Ea + 26 (6) 0 1370 12.00 13.30 11,00 13.65 13.50 
| + 67 (S). 1.81 494 7.50 4.25 479 506 494 — 
| + BO (7) 1088 1175 1150 1045 1109 1212 10.75 1 





+ —HH- * 98 (7 1188 1125 1300 1138 1269 1385 1194 1 
Other key rates in London 3 mth Treasury Bills 9.9%, 7-day interbank 11.0% , Goering banks 7-day notice 
 Eurodollar زک ین پر‎ um 2.0%, eme 3%. 2 - 


M3, Japan Me > CDs, UK EMG. Definitions of nerd ore 
Econometrics, Banque de Commerce (Belgium), Nede 
redietbank. por Lyonnais, | venska H bank, Credit Suisse First Boston. These rates are indicati 
and cannot be construed as offers by these banks. 


TRADE, EXCHANGE RATES AND RESERVES ` Holland's visible trade surplus increased جرج‎ in Ma to 2.2 billion gui 
($718m); that pushed the 12-month surplus to $4.0 billion. The French visible trade deficit narrowed to FFrO.6 billion ($68m) i in 
Sweden's current account balance moved from a deficit of $460m in the fourth quarter of 1983 to a surplus of $377m in the 
quarter of this year. The leading currencies were little changed during. the week. 


۲۴808۵ 
$bn 


current- 


balance 


latest 12 


months - latest12 mths latest 


+ 02 


| = a7. (9) 1784 
Japan 359 (6) + 37.9 _ +28.0 m 242 243 


* 8.91 (6)  -1017 


currency | units per $ 


35 + 3002 


-58.4 (3) 


3mth forward rate - 
$ 1 ` Discount 
L ____ Prem 047 1.9 1. 1.54 
Prem086 — 898 916 
Dec 025 BOS. 0903 171 1 
3 — Prem027 653 682 116 90! 211 i 
2B4 Prem6.30 1236 1264 379 293 4 
321 .. Prem 5.60 113.1 116.2 427 3.31 
96 Disc 261 476 506. 2343 — 31814 7 
Prem 5.71 155.1 146.1 318 246 253 2 1 
Disc 1.46 672 67.5 10.98 8.51 3.9 
_ Prem 6.93 1426 1515 3.16 2.45 
0768. - Of JO à Premi. ^ MS WT ES, ۸ 
— 36. 127.2 1.31 102 


Trade-weightedt currency units 
exchange rate 


foreign rese 


¿Bank of England index 1975= 100 ffexcluding gold. ''Canada, Australia, Japan, France and UK imports fob, exports fob. All others ciffob. “May. 
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Whis is exceptional. An inheritance or business 
wenture could never offer you such a chance! 
fhe NORTH-WEST-GERMAN-STATE-LOTTERY 
offers you the possibility to belong to an inter- 
“ational group of clever participants. Ail prizes 
are quoted and paid out in German Marks (DM). 
This is where your advantage is. The West Ger- 
ipn Mark has been one of the strongest curren- 
bin the world for years. 

mach lottery runs over a period of 6 month, one 
lass per month. There are 400.000 tickets with 
"47.461 prizes totalling over 133 Million DM. A 
otal of 242 jackpots ranging from 100.000.- to 1 
Million DM are raffled-off plus plenty of medium 
and smaller prizes. It is also possible that 10 
wrizes of 100.000.- DM will be combined into a 
BUPER-JACKPOT OF 1 MILLION - determined 
in pre-drawings. That means that 24 prizes of 1 
Million DM plus 2 guaranteed prizes of 1 Million 
and 2 Million each will be drawn = 26 SUPER 
'ACKPOTS = 26 MILLIONAIRES. 


1. Class 2. Class 
: October-Drawings '84 | November-Drawings '84 
MILLION DM MILLION DM or 


main ۵۶۱08 guaranteed 10 x 100.000 DM 


MILLION DM or 
O x 100.060 DOM 
MILLION DM or 


1 x JM 












10x100.000 DM 


MILLION DM or 
8 10x100.000 DM 


MILLION DM or 
0 x 1001 10x 100.000 DM 








U 1x 50.000 DM | 5x 50.000 DM 
1x 25.000 DM | 2x 25.000 DM 
1x 20.000 OM 2x 20.000 DM 
1x 15.000 DM | 2 x 15.000 DM 

11x 190.000 OM i 12 x 10.000 DM 
13 x 5.000 DM 12 x 5.000 DM 
11x 3.000 OM 12 x 3.000 DM 

140 x 2.000 DM 120 x 2.000 DM 

100 x 1.000 DM 1.200 x 1.000 OM 

x 1 : 


receive a winning notification. 


| MILLION DM or | 


MILLION DMor ff 





SEE 
۱ try my luck and order! 


Name us another game where this is possible! 
The drawings are held in public and supervised 
by state auditors. All prizes are guaranteed by 
the German Government. The great thing is that 
nobody wiil find out about your winnings, 
because you - asa player - remain anonymous. 


How to participate: 


You order your ticket on the order coupon below. 


Within days you receive your ticket together with . 


an invoice and the official drawing schedule with 
rules and regulations. 

PLEASE INCLUDE PAYMENT WITH YOUR ORDER! 
You can also pay for your ticket after receipt of the 
invoice. Payment can be made by personal check, 
travellers check, bank transfer (add remittance 
bank charge) or in cash via registered air mail 
(cash at your own risk). 

After each class you will receive the official win- 
ning list together with the ticket of the next class 
via air mail. 

If your ticket has been drawn, you will immediately 





3. Class 
Nov./Dec.-Drawings '84 


MILLION DM or 
8 10x 100.000 DM 
| MILLION DM or 
0 X 10 Û. 004 f DM 
| MILLION "m or 
f x 100. 00 DM 


MILLION DM e or 
10 x 100.000 DM 


4. Class 
| Dec./Jan.-Drawings '85 


4 MILLION DM or 
10 x 100.000 DM 
MILLION DM or 
10x 100.000 DM 
MILLION DM or | 
10 x 100.000 DM | 


MILLION DM or 





10 x 100.000 OM 
















50.000 DM 





6x 50.000 DM x 
6 x 25.000 DM x 25.000 DM 
3x 20.000 DM x 20.000 DM 
3x 15.000 DM x 13.000 DM 
13 x 10.000 DM x 10.000 DM 
13 x 5.000 DM x 5.000 DM 
13x 3.000 DM x 3.000 OM 
130 x 2.000 DM x 2.000 DM 
2.300 x 1.000 DM x 1.000 DM 
x 480 DM x 600 DM 





i 


RN 12, 2.773. 000 DM 


| i5. E من‎ 097. 000 DM] 


Service 
worldwide 


Ali classes (f1st~6th class) 73. Lottery, beginning 


October 5, 1984 to March 29, 1985, 
of the Nordwestdeutsche Klasseniotterie. 


_ Please fill in number of tickets you want to order. 


DM or 
1/1 ticket 


1/2 ticket 


1/4 ticket 


* US$ prices and £ prices are subject to rate of exchange. 
Prices are for all 6 classes including air mail postage and winning list 
. after each class. No additional charges. Rate of exchange: June 1984 


201.00 @ 








US$’ or 
741.00 6 269.45 197.60 
381.00 6 138.55 6 101.60 
و‎ 7310 6 





53.60 


— VALID ONLY WHERE LEGAL IIE IIIS NINE PLEASE INCLUDE PAYMENT, WHEN YOU ORDER AFTER OCT. : 
uem ۱ ere E نتو بن‎ ts فو‎ ol نم‎ gapore e S 








Mail coupon to: 


You can. Now w 
thisopp 


26times1 MILLION | ^ 





Your prize-money will be transferred to you within. 
one week of your request by check. Of course, if. 
you hit a jackpot you can come in person to collect. 
your prize in cash. " 
if you are already our customer, please do not i: 
order, because you receive the ticket automatical- - 
ly for the next lottery. m. 
You can be sure you will receive fast honestand 
confidential service. Now it is up to you, there- 
fore order and mail the coupon today. 


Lots of Luck 











Your chance to win: 1:3 


If coupon is missing, write for information. - 


E 









6. Class - Main draw | 
Feb. JMarch- -Drawings sa : 
Ry WD AS i 1 


ame” MILLION DM or ]8 


Lotterie-Einn. Hamein | MI IN 


Kuhimannstrafe 1 A mi 
| MI LLION DM o or " 









D-3250 Hameln 
W.- -Germany | 


5. Class 
Jan./Feb.-Drawings 86 | | 
| MILLION DM or 8 
f 10 100.000 DM ae 
MILLION DM or B 
10 x 100.000 DM 
MILLION DM or 
| 10x 100.000 DM 





1 MILLION DM or 


10 x 100.000 BM 


50.600 DM | ` 50.600 DM | 









Bx 
Bx 25.000 DM 14 x 25.000 DM 1 
Bx 20.000 OM | 14 x 20.000 DM | 
Bx 15.000 DM | 4 x 15.000 OM 
15 x 10.000 OM | 14 x 10.000 DM 
$5 x 5,000 OM | wad x 5.000 DNMI 
15x 3.000 OM | 200 x 3.000 OM 
150 x 2.000 DM | 2.000 x 2.000 DM 1 
2.500 x 1,000 DM 10.000 x 1.000 OM 
: x, 


_720 DM 





Lotterie-Einnahme ES 
KuhlmannstraDe 1 A 
D-3250 Hamein W.-Germany 


Please write in German [ | English[ | Please print in 


MeL oie ide 


clear letters. 
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“Where can | get CMOS gate arrays fast? 


At Gould AMI, we're in the 
unique position of supplying 
gate arrays as quickly as 4 to 
6 weeks from pattern verifica- 
tion. And your input can be in 
any manner you choose. You 
can simply supply us with 
your logic and specifications 
or provide us your database 
tape or any stage in-between— 
we're flexible. Gate arrays are 
available in 5 and 3 micron, 
with 2 micron coming on 


. | need them in weeks not months." 


stream later this year. 


And you can look to Gould 
AMI for more than just gate ar- 
rays. We're a total MOS/VLSI 
supplier. We provide full cus- 
tom circuits, standard cell 
design and standard ICs all 
with unsurpassed technical 
support. Also available are 
complete software packages 
for your own in-house design. 


In addition to semicon- 


“Gould AMI." =» 


ductors, Gould serves the 
minicomputer, factory auto- 
mation, test and measure- 
ment, medical instrumentation 
and defense markets. 


To learn more about Gould 
and our semiconductor 
products, write: Gould Inc., 
Dept. S, 10 Gould Center, 
Rolling Meadows, IL 60008. 


=" GOULD 
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Sadaichi Gassan 
transforms metal into masterpiece. 


From a raw piece of 1 iron 


weighing around 10kg, ® 
Sadaichi Gassan and 7 ) 
his apprentices forge ۳ 


one of the finest 
swords in Japan. 

Gassan today 
practises the re- 
fined art of thes 
swordsmith that has 


been passed down EIER, e نت‎ 
through his family for 
over 800 years. 


Such is Gassan's skill, 
knowledge and feeling for 


The search for perfection starts very early. 


the work, that he has been 
officially declared a Living 
National Treasure. A 
title bestowed on only 
the finest craftsmen 
dedicated to preserv- 
ing the traditional 
| H culture of Japan. 
Gassan believes 
۳1 that it is his duty 
to create swords 
^ as beautiful and 
mits high in quality 
“Steel tempered to 


perfection.” Gassan's own 
calligraphy. 














\ as the magnificent 









Techniques learned 
over 800 years. 





readily appreciate. 
A gold Rolex Day-Date 


i E _ swords of the ancient 
Oyster, transformed from 


۱ past, and to hand 


4 ۳ [down his own tech- precious metal to master- 
‘niques to future piece by Rolex craftsmen. 
generations. A high-precision timepiece 


which bears the coveted 
title of “Officially Certified 


His determin- 
ation is evident 


inthe careand Swiss Chronometer.” 
precise attention A fitting choice for a 
to detail he main- Living National Treasure. 


tains through- 
out the many 
stages of producing a 
sword. 

He works only in 
ground metal made 
of the best iron sand 
called "tamahagane" 
steel from Okuizumo 
and his own home- 
made steel. 

These two are then 
carefully tempered to- 
gether using Gassan’s 
unique tempering se- 
cret to create a beauti- 
fully smooth texture. 

Gassan is a rare 
craftsman who seeks, 
and achieves, perfection. 

The watch he wears is 
made in a way Gassan can 





A sword a nation can be proud of. Wy 


3 ROLEX 








4111 


Ti Geneva 


The Rolex President Day-Date Chronometer in 18ct. gold with match ing bracelet. 
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Chaos explained 
Using computer maths to try to 59 
narrow the limits of chaos, 
pages 77-79. 
39 
49 
Coal-struck Britain 
After the Scargill strike is over, 
Britain will need to cut 57 
investment in its mines, page x a 59 
11. The TUC makes A big win 
threatening noises, page 49. In any language, for Canada's 
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Mexico 


Sharpeville again * 
President Botha's choices, America's trade t a 
deficits, 1983 


page 13, are marred, page 25 e S Korea 
: S billion E EEC 
Taking hostages 


Is wrong. So is bargaining too 
cheaply with Qaddafi, page 
14. 


Hongkong 





Reagan barriers? 
American imports soar, page 
59, but so does the dollar, 
page 60. Gentlemen should 
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World politics and current affairs 


In whose palm is Britain's labour unrest? 

Canada's upheaval 

Trouble brews for Botha 

Qaddati's hostage-taking 

Gentlemen, please, preserve your pact on export credits 
Vocational education: Too young to train 

International: Mulroney's bilingual landslide; Latin Ameri- 
ca; Liberation theology; Israel; Saudi Arabia; Nigeria; 
South Africa; Red Sea mines; India; Japan; China 
American Survey: Does God hear a Democrat's prayer?; 
The black vote; Labour; Hospitals; A patron saint for 
California; Airlines; Water 

Europe: A funny thing happened to Honecker's trip west: 
Austria; Greece; Greek ruins; Soviet Union; Succession in 
the Soviet block; Cyprus; EEC Enlargement; Tu and vous; 
August in the EEC 

Britain: TUC: All on stage at Brighton; Dock strike; Social 
security; Downing Street policy unit; Acid rain; Airline 
competition; Information technology; Harvest; Thames- 
mead 





Business, finance and science 


Business this week 

World Business: America's waterfront changes, but im- 
ports keep pouring in; The dollar; Creusot-Loire; Trade 
barriers in Europe; Acrow; Peugeot; Canadian cars; Aero- 
engines; Biotechnology; Computer software; Iran's econo- 
my; Sapphires; China's capitalists 

Business Brief: Britain's overseas traders come home 
from the eas! 

Finance: Unilever hankers after a Dividend brew; Nestlé 
and Carnation; Eddie Steamship; Vancouver stock ex- 
change; London stockbrokers; Banks' debt provisions 
Science and technology: The mathematics of mayhem— 
a three-page look at the order in chaos 

Economic and financial indicators 
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Greene; Seventeenth-century Dutch art; Women in theatre; 
Asian television 

Letters 


cc» wo Ime quee mo — MNGMEIEG ee I COX WPR Gin ID Rom Ses C ETDUM Um eee er ee 
(©) The Economist Newspaper Ltd, 25 St James's Street, London SW1A 1HG. Printed in Singapore 


Ih “International subscription service | 


The Economist, Subscription Department, London 
C/o 2 Jurong Port Road, Singapore 2261, Republic of Singapore 
Registered in London 236383. Registered Office 25 St James « Street SWIA 1HG ۱ 


Please enter a subscription for 1 year. | enciose payment of. ns 


Food firms guzzle limit export credits, page UK ۱ [] £49.00 Students [7] £28.00 
E nd Eire Airspeeded [] £56.00 Students [] £33.00 i 
Each other, page 73. Ls A ITE S رد ات‎ Asia. Pacific & Middle East Airspeeded( ] £57.00 Students [] £42.00 
Africa, 
: ۱ Central & South America Airspeeded [] 0 Students [J] £45.00 
China's heroes Honecker breaks USA Canada & Mexico Airspeeded [] US$85.00 Students C] US$80.00 


Tycoons, page 68 His date with West Germany, 





{£ Sterting, US $, Canadian $ and Eurpcheques can be accepted at the current exchange rates) 


page 39. Succession in the Name Mr/Mrs/Miss i 
Vous and non-vous Soviet block, page 42 :۳ ( - سس سس‎ 
Manners in French, page 43. ; i 
so eT n Acid rain 
Don t train Britain's expensive cure for the B SP 
Country 


Educate, page 16. wrong disease, page 52. 


M.C, (P) 108/884 KON 0903/84 








— —— — — — 










lia and Mrs Gandhi 


'our leader on India. and 








ia has gone too far". But the 
that afflicts India, I am 
id to say, is much deeper. The 
blem is not that of the silent 
iajority in the villages who con- 
ute the vast bulk of the popu- 










g the tiny elite whose value 
has gone down the drain. 

















affiliates will i not put an end 
rot that hass set into India" 5 


opposition is not only frag- 
cit also lacks alternative 
personality-oriented. As 


dh pw Congress s par- 










family 






























1 It "would. be : a folly 
to ۱ underestimate a ‘Kashmiri 





















Is por 

ications for the abies of the 
denn instability, the lack of 
fitability, and the increasing | 
pacity in liner shipping. The 
behind these recent. 
pments are identified. and the 
tions for the future analysed in 
) but realistic appraisal ¢ of. 











andhi (August 25th) right- . 
ates: "The manipulation of ` 


on, but the moral decáy 


this trend prevails, Mrs. 
- Indian ۱ 


hip rea ct to er. and her. 


i Loudon 


horse. The real culprit in Indian 
democracy is not so much the 


dictatorial behaviour of the Indi-. 
an prime minister, deplorable 


though: it certainly is, but the 


constitutional framework which i 


bestows upon the prime minister 


the power to indulge in ad 


nefarious activities. . 
It was Nehru, the first prime 


minister of independent India, 
who set the precedent in. 1959 
when he ordered the dismissal of 


a constitutionally elected Com- 
munist government in Kerala 
that had the confidence of a ma- 
jority of legislators, Since then 
every Indian prime minister, with 


the solitary exception of Lal Ba- 


hadur Shastri, has used this pow- 
er quite unashamedly: to dismiss 





the — opposition-ruled state 
governments. 
Gants Hill, 
Essex RANDHIR S. BAINS 
islam 
 StR—Your comment (August 


18th) on President Mohammed 
Zia ul Haq's recent measures to 
persuade Moslems in Pakistan to 


Offer their prayers regularly con- 


tains some undeserved criticism. 
First, the story about an Islam- 


Ue fundamentalist group forcing a 


man-and a child in Karachi to 

"strip and perform sexual acts for 
the vigilantes’ cameras" is un- 
true. We have made. inquiries 
from the authorities in Karachi 
and they say no such incident 
took place. 

Secondly, as a practising Mos- 
lem, I feel hurt by the untrue 
allegation that "Mohammed him- 
self is said to have been able to 
say five daily prayers in two min- 
utes". Our Prophet prayed five 
times a day with piety and solem- 
nity and this is what he expected 
every Moslem to do. _ 

Thirdly, the prayer wardens or 
motivators, chosen from among 
pious Moslems, will have no co- 
ercive powers nor any official 
position, They will be like com- 
munity voluntary workers, using 
persuasion, not force, to moti- 


vate Moslems to pray regularly, 


QUTUBUDDIN Aziz 
Embassy of Pakistan 


SIR—Your article on Islam and 
polygamy (August 4th) is sugges- 
tive of some sort of sex orgy - 
|. during the last years of Moham- 
` med's life. However, each mar- 
had poran! panica 5 t 


protection. ps jene. for. i their 


‘Viejo, 


. building the economy.. 










families. 








If his intention was to haves P» 


many “concubines” 






, as your arti- ..« 
cle alleges, why would he have’: 






waited until the age of 51? He riva 






could have had the most beautiful. Whi 


virgins in Arabia in his youth, chose a! 


where unlimited marriages were - 
an accepted practice until the ۰ 


coming of Islam. 
Com 


Sudan 


SIR— Your leader "Sudan is i divis- 





ible” (August 4th) sounded like - 


an epitaph. Yet recently it was a 
subject of lively discussions 
among Sudanese living abroad. 
Twenty years ago, such an article 
would have aroused the ire of 
Sudanese; they would have de- 
nounced it and called your jour- 
nal names. Now, after, the mis- 


management of our country by 


successive regimes, we have only 
ourselves to blame. Without 


wishing my motherland to be Bal- -put f 
kanised, T have unreservedly to - 
agree that under the present re- s 
gime Sudan has retrogressed to . 

levels beyond anticipation, Its to- 
tal disintegration is now. a possi- ^ 1 


bility, particularly after the Nu- 
meiri regime cheated the 
southerners over the Addis Aba- 
ba agreement by unilaterally ab- 
rogating it. — ^.^ 

If we northerners are serious 
about keeping Sudan "indivis- 
ible", we should: 





electoral humiliation in Queb 
it was Mr Joe Clark who, in 
seven years that he head 
Eos undertook the thai 1 








stand- n the ۱ “constitution - t 

“won the respect of the fran 
phone press. His successor, 
 Mulroney, then added his “Im 
ketable" image and translated 
spect into votes. It remains to 
seen whether he can match: 
Clark in integrity. | 

London. CARL CAVANAGH Hot 








Universities 
SIR—Your article on British t 
versity funding (August 18t 
d some first-class p 
a cost-effective univ 
Checks on value 
ntives for excellen 
ants for required subjects; | 
a e funding: all underlined, 
course, by. “the market”, “car 
prospects | and future earning 
There was, however, a not 
omission: higher education y 
right. Tf this. was left” out. 

















۱ ۱ My | 
show the c degr e t Pw ch supr 
side economics is now ۲ taken 





1. Create a national govern- fact 


ment to replace Mr Numeiri's ` sé 


despotic and repressive regime. 


Southerners should be mpri Birmingha 


ed in key positions. s 
2. Accept the idea of a se 
state. The ET po sh 


matters, but 
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rue and itwo 
er were true 
n agreed | 
over Kenwoi 
use and Rang 
ould parliament p 
lishing the Grea 
Council. ‘No doub 










20 "Engineering Services Department. 
^ development of roads, buildings and water supply systema and: the provision. of 


Use yot ir management sk 


ill S 


umenical development projects w 


dn 1975, the World Council of Churches i in Switzerland and - 
۲ the Council of Churches in the Netherlands, together established. 
` EDCS to use the investment capital of churches and church- telated 
. Organisations for Naas projects in poor communities 
۱ throughout the world. — 


-With the retirement i in july 1985 of EDCS's first General 
Manager, a successor is now being sought. He or she will be 
۱ e to the Board of Directors for advising on policy 
dom ation and for planning, organising, co-ordinating and 
controlling EDCS's operations and Tesources from its headquarters 
. at Amersfoort, the Netherlands. 


—: s To qualify for this challenging position, first and - 
foremost you must be a committed Christian (Roman 
: Catholic; Protestant or Orthodox), be closely connected | 
with your church, and Support the purposes of EDCS. 
_ You must have a broad knowledge of the ecumenical 
" movement worldwide, have had a 


 Ecumenical I 1 e ve 


experience, and be prepared to travel. —— 
Probably with at least a first degree in ecor 
administration and/or banking, you Lori skille 


risk management. You must have firs hand e 
formulation and evaluation, and knowledge f 

or investment banking. Good communicatio Kills 
in English are essential; a working Knowledge o : 
spanish would be advantageous ۱ 


€ 


The salary and benefits package will be n 

Dfl 140,000 and full relocation assistance pta 
Further information will be prc ۱ 

The closing date for applications. is 15. 
Please send full cv, with referen ^s, to 


Utrechtseweg 9t, 3818 EB. 
Telephone: Amersfoort 633122. 


Nonas 29 9 ۶۸ programme mainly: ‘comprises World Bank supported: Agricultural Development pe 
E 2 ADPs)in indi vidual states. Experienced staff are required for key management positions in the Ekiti- Akoko ADP I 1 í bets 


1 Manager: iS QE lor the planning, 
ans. Co-didination of activities is effected 
e tech ai, financial, engineenng. airing and 


VE gr university. dégràe i in ag i are with at feast 12 years’ experience 

development. including - Project management Administrative. and 

Sational ability. fa high: orderi is essential togene: with experience in dealing with 
government officials. - 


` Chief Development Engineer 


eni Reporting. to the Project Manager, the Chief Development Engineer is responsible for the 
This. compnses four. units; concerned with the 


3o Bhginéermg maintenance facilities. Duties include: infrastructure develonment planning 
n the preparation of documents far ioc al and. international tenders. 
Candidates. rust be qual eal engineers witha minimum of 19 years’ experience uw the 
pranning, design and corstracton of roads; julldings and rural water supply. Some 
l fapmien ein تون‎ M و2۳‎ is ssseniti LL 


; Roads and Water puisse is : responsible 10 the Chief Develapm ent Engineer 
.€onstruchon and. maintenance at project roads and water Suppiy. Duties 
Ov hit interpretation of hydrólogicat. aeu hydrogeological data in so far as they affect 
m reat and. watersupply constriction prograrnines! 
Candidates must have a BSc degree we Civil E ngineering. and have. substantia: experience 
m iud design, construction arid maintenance of dams, boreholes and associated irmgation 


` Seed Processing Specialist 


The di Processing Specialis: is responsible for processing seeds produced by seed 
" tion centres and on small holders farms. reve will'also include the muinter- 
jd production records t be used as ác Tool for farm advisory services. 

have a professional quatitication in agriculture and extensive experience 
on and seed Processing: in tropical agricuiture. Knowledge of storage 
fid use ot moderi iso VAIVES is alse. AEEA TE 


Workshop! 


The Workshop Manager is responsible te the Chief Develop 

workshop Operations required for the maintenance of project veh : 
plant. Duties also include haising with the commercial section for the eis 
parts and fuel. ME 


Candidates must have a BSc degree or equivalent in mechanical engi dE 
experience of workshop management and operaóng heavy fuye ign 
machinery. 


and Co-operative Advise 
The rote of the Adviser is fO assist in developing the ability. ob co oper ve gr 
organise erect administestion. A pimes responsibility is the con Fi 
operations involving the disbursement of loans and thei recovery. O 
Supervising the accounts of societies and unions and Raising wat 


Candidates must be professionally qualified accountants with an ander 
sociology. A sound knowledge of the establishment ana Sees of. rir 
institutions would be an advantage. ge 


Contract Terms _ 
Successful candidates will be offered year contracts with the Nigerian 


Department of Agriculture and Rural Developmen, 


Please write giving full details of quatifications and experience, 
stating the post applied for and quoting ret HIE A/S to: 


FARA, 27 DOVER STREET, 


LONDON W1X 3PA, ENGLAND. 


P-E Advertising Service 














i| importance. Of course, 

uld have to consider the 
al, manpower and admin- 
e implications of any fur- 
cquisition, but in theory 
n practice we would be able 
6 on more responsibility for 
re ancient monuments or his- 
c houses if the occasion arose. 


P. W. RUMBLE 
English Heritage 



































































































p of Japan (August 18th) is 
iplaced. It should be drawn 
ween Etorofu amra Br 


ofa have been densi by 
Soviet Union since 1945 and 
re claimed by J apan. 
y government's position has 
ys been that the Habomais, 
kotan, Kunashiri and Etor- 
own collectively as Ja- 
rn Territories, all of 





zm OE IMANISHI 
ndon Japan, Information Centre 






aby mis | Dav: heen 
1 o. I have made no 





: eI third and. توس ی‎ order 
ted for 1981 in a large fertil- 
survey conducted in China in 


mong reported births of 


t5% or 6% of female births 
\igher orders had been unre- 
ted in the survey. 

۱ simple under-reporting of 
ch births was the major expla- 
ion offered. It was noted that 
possibility contributing to un- 


conc ntrated Mo یی‎ of 





or ‘houses which are of Sr four. rei of a research 


British managers" (August 18th), 
‘has numerous quotations. -Y 

highlight one by a clearing. bank 
that “we have a surplus of sec- 


۱ ld. I be, 7۳ ویر‎ ۱ 


i ly high ratio oe males to - 


higher order implied that 


reporting is female infanti- . 


project conducted jointly by the 


London. Business School and 


Egon Zehnder International, un- 
der the heading “Frankly awful 






ond-rate staff with five or ten 
years to go". This is followed by a 


reference to our own participa- T 


tion in the research project. - 

The juxtaposition of these two 
statements could easily lead the 
casual reader to assume that the 
reference to a surplus of second- 
rate people had emanated from 
us. In fact, although we partici- 
pated in the research project as 
did all the main clearing banks, I 
can assure you that we made no 
such statement—which, in any 
event, is not a true reflection of 
the situation in National West- 
minster Bank. 

P. W. WILKINSON 
-National Westminster Bank 
London 





British iS 


SIR—You say that BA is urging 
the government to ignore the 
CAA report because it says BA 
‘should be joined or even sup- 


planted on routes by the indepen- 


dents (September Ist). 


sation of licensing on internation- 
al routes to allow the indepen- 


. dents to fly beside us if they wish. 


We do object most strongly to 
being debarred or removed from 
routes we already fly. First, sub- 
stitution of one airline for anoth- 
er is neither competition nor is it 
any advantage for the customer. 
Second, it is not in accordance 
with the parliamentary and writ- 
ten undertakings of ministers giv- 
en before and during the recon- 
struction of the airline. These 
stated “there will be no transfer 
of routes". 

Your second point is that BA 
has told the government that if 
the report is implemented there 
will be a poor price for the airline 
or à delay i in privatisation. In the 
report are two things which 
would hinder or wreck privatisa- 


is. tion: the transfer of routes and 
of «the extension of powers of the 
` CAA. All the banks engaged as 


advisers have said that tampering 
o with the poss structure ees 





piede n reas 


- This is not so. We have stated. 
countless times that British Air- 

. ways supports deregulation of the 
domestic routes and the liberali- - 


ce. generation mai 


1 ea a n We have made no 
state industry i is to 


true competi on and are fi 
substitution, British. Airwa’ 
led the fight for fare redu: 










helped by the government and E or J 


BCal. Only 40% of our business. 
is subject to pool agreemet 
compared with 100% a few y 
ago, and it is still going down. Wi 
have a new arrangement. wit 








Germany and are in discussions 9! 


with Austria, Belgium and 
Switzerland. 


Why should BA be predatory 


or “squash its tiny British rivals”. 


if privatised? Predatory price 
wars and uneconomic fares are 


no part of adequate profitability 


for a publicly quoted company. 
The statistic that four fifths of 


ish airlines are operated by Brit- 
ish Airways is meaningless in 
comparative terms. Using the 











SIR— Y ou Athens corresponden 
(August conceals as much 
he reveal He states that "there 
11 places in Greece whe 








۱ all these rules [about nudism] ar 

 blissfully ignored by everybod 
and then mentions two perm 

` sive beaches on the trendy isla 
of Mykonos. E 

scheduled services flown by Brit- 


same statistic (available seat kilo- . etn 


metres) in another context: Vir | 
gin Atlantic Airways with one . G 
aircraft is bigger than Dan-Air - 
and British Midland put together _ 


even though the latter carry over 
seven times the number of pas- 
sengers flown by Virgin. The fact 
is that in 1983 (CAA figures) 


British Airways carried. 31% of © 


the passengers using British air- 


ports, British independents. flew ۱ 


37% and foreign airlines 3226. ۰ 
Your statement that to reduce 


revenue on scheduled services by ~ 


7% followed by another. 4.5%- ET 
"hardly spells. doom" isa facile ^ ^ 


comment. The actual total figure 





is 12.5% but, that apart, what UE 


successful industrial concern is 


there which could give away in 


subsidy to others in its industry” 


one eighth of its revenue and 
£80m of its operating profits with- 
out compensation, and still be 
attractive to potential investors? 

You say that. Mrs Thatcher's 
government should show us no 
favour. Let me emphasise yet 
again we ask for none. BCai is 
the ninth largest airline in Europe 





9 b but asi not se 
phisticated or trendy, there . 
scarcely a beach on which tople 
bathing and sunbathing is ne 
practised, including beaches c: 
the doorstep of built-up 4 
Almost all of the beauty-spe 
beaches, accessible by road ar 
easily visible therefrom, are th 
۱ ۱ ۱4 nudism | E 










and is also the fastest growing. It. Du 


is profitable and we are assured it 
is becoming more so. Therefore 







as the second force airline it byo © pay 


its own assertions, should 
pable of raising the finane 
compete directly with us 


London 


SIR—n reporting Kaliye 
ings (July 21st) you say tha 
“expects a slowdown. wit 
years introduction of. 


er," IBM expe 


about any future 




















“the: objections L 
to be encounte + 


DRI Europe, Ltd. 


lesou ces ‘Ine {a subsidiary of McGraw Hill and the | 


ading one consultáncy) requires a: 


ition ias working: with à an is ead group of 
5 to produce timely and comprehensive long range 
fo ecasts covering. all forms of energy and different sectors of 
۱ 2۲۰15 European countries. — 
candidate should have a MSc or PhD i in energy 
‘a related field. We will consider either junior 
۱ applicants with few years of experience in a 
as /planning position. with an energy. company. The 
language is English, buta know! ledge of another 
ean language would be a plus. i ۱ 


! position: is based in Paris: although | location in another 


uropean office of DRI might be possible at a later date. Salary | | 


and benefits will be fully competitive with” those of large 


||. international companies. q 
| Please forward your curriculum vitae, it possible with an | 


: " indication of salary expectations, i in confi dence to: 


Paris, velar ۱ 
France 


for managing relationshi 5 with UK Firiancial and 1 
, Supporting and training them in a wide variety of ۱۱ 
cia! and economic analysis. The iria involves contact with all. | 
is of ma gement, requires the ability to work independently, to. 4. 


(o ۷ connected wen their. use. id onis 


s degre à in economics X EB 
n بسا ی‎ baden یود‎ ۱ 


he job. involves w : rell بای بویا‎ and 4 highly motivated 


eam, drawing on th st timely collection of financial 


and: economic databa: es, with unequalled analytic/software facili- ` 
and ai putii urces. Salary, which includes a | 
“Te element, will reflect experience, qualifications | | 
tance of this position. It is likely to be around £15,000 


nefits of a large international corporation. 
ard your Curriculum Vitae to: - 
_ Office Administrator (MBJ/CS) 
DRI Europe Limited 
30 Old Queen Street 
London, SW1 


A major South African company, 
quoted group, is: about to comr 
tial expansion of its operations and 
appoint a 


A compensation 


negotiated at the 


Candidates for this positior 
track record of outstanding. 
achievement, acquired 8 
paper, Benoa or related chemit 


with very pee financial andi r 
skills, are all essential attributes. 


The man appointed will report to 


Board, ek ue وه‎ 


US $1 bi Ilion and: B employing: or 


. 20000 people To ensure the ۳ 


representing: an ی‎ of some. e US : 
$600 million. ۱ eU 


This position- provides an. ` exteplional 
challenge, both in terms of the tec 


management requirements, and in t 


ordination of human resources oi 
large scale. Successful achiev 


profit growth will ensure a high 


ding career in avery powerful gi 


< Confidential | applications, g giving fu 
particulars and a da telephone : 
= should be sent, quoting relerence 9 


Management Con Ite 


Suite 702, Nedbank Gardens: 33 Bath ‘Avenue, Roseti 
2196. Johannesburg. South Africa orto PO Box 52 
Saxonwold, 2132, Johannesburg. South Africa. Tel Sou 
Africa (011) 788-1585. 





AT&T en Philips Telecommunicatie Bedriiven BV, PO. Box 1168, 1200 BD Hilver: um, 





+ 
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sna, MORES 


cy SH 


he Netherlands. Telephone + 3135 899222. Telex 
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neans Philips Telecommunic 

igital tele- A supplier with i 
ethan simply credentials and a bac 
: e technological kno 
nvest in tele- ating expertise that nc 
ms that will plier can match. A supr 

3 provide all the elements to: 
and efficiently support nati 


communication ne 





` Weve become a most successful international bank by 
offering clients a total banking service. ۱ 
~~ Come to us with a projectin need of finance and. ifits viable. 
aking the money available is only part of what we can do. 
Creating environments where businesses flou rish is our forte. 
-- _ Using a combination of flair and expertise weve achieved 
impressive growth. 
—.— We operate an international network comprising more than 
370 offices in 15 countries. ALL 
` Ófyouwantthe advice of a bank thats dedicated to making 
money work, contact any of our three UK. offices in the City 
the West End or Manchester 
. Youll be making all the right moves. 


t 
Tm 
E; as. E 


: 2 CHARLOTTE STREET TEL 061-228 2406. HEAD OFFICE: 50 ROTHSCHILD BOULEVARD 
des Philadelphia. Boston. Miami Zurich. Luxembourg Paris, Toronto Montreal. Cayman islands. Mexico City. Panama City Buenos 
oe ee Purita del Este. Rio de Janeiro, Santiago Pea tame 


S BRANCH 8/12 BROOK STREET TEL-01-499 0792. CITY BRANCH PRINCES HOUSE: 95 GRE: 
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Economist 


In whose palm? 


The fudge which will end Britain’s six-month-old coal 
strike is already clear. The means by which it will be 
hieved is less clear, and whether it will avoid another 
rike in two years time is not clear at all. That is for Mrs 
hatcher to decide. 
The fudge will embrace the over-generous terms 
ready offered by the coal board chairman, Mr lan 
cGregor, covering redundancy, withdrawal of exist- 
mg pit closures and consultation over future ones. In 


gence, she should still be able to make it taste like 
victory. Mr Scargill could then find himself wailing the ` 
National Union of Mineworkers’ usual refrain about 
TUC treachery. E 
Mrs Thatcher did not precipitate this strike any more _ 
than did her appointee, Mr MacGregor. But her - 
previous surrenders to the miners, and the surrenders — 
of her predecessors, helped to cause it. Her ability tO 
snatch political credit from the past six months’ strife — 


"eturn the miners will concede some form of words to 
low the closure of at least some uncommercial pits. 
ince Mr Scargill has sworn he will give “not one inch" 
n his demand to veto any such closures, the concession 


will depend on whether the cabinet can somehow 
restrain itself from sowing the seeds for yet another coal 


dispute in two years' time, when a general election will 
be in the offing. All Britain's major industries have 


ill have to involve his defeat, disguised or not. 
It is now unlikely that the vehicle of this defeat will be 
either Mrs Thatcher or Mr MacGregor: the antagonism 
f Mr Scargill and his supporters is too implacable, the 
ack-to-work movement too hesitant. Nor will defeat 
me at the hands of the government's inert trade union 
ws or from some new judge-enforced ballot, which Mr 
gill will disregard. Instead, Mr Scargill's defeat will 
me from within the union movement itself, as work- 
rs refuse to put their jobs at jeopardy to featherbed the 


passed through labour upheavals in the past four years 

as they struggle to modernise in the face of recession _ 
and changing markets. They have had to cut staff, 
reduce capacity and alter work practices. As a result, : 
there have been strikes in the ports, shipbuilding, steel, - 
railways, car manufacture. But out of these strikes have - 
come change and realism. 1 


Strikes are caused by subsidies E 
Not in coal. The reason is appeasement: no other . 
British industry has collected so many subsidies from - 
successive generations of ministers terrified of the - 
miners’ industrial muscle. Mr Scargill’s presidency is 

the direct consequence of that appeasement. He scored — 


ers. | 
On Monday, the Trades Union Congress took the 
t shambling step, six months late, towards this defeat 
hen its moderate executive gathered the miners into 


e bear-hug of “total support"—support which it has 
either the capacity nor the intention to deliver. This 
ear's chairman, Mr Ray Buckton of the train drivers, 

—nows about that support: he received it during the 
981 rail strike shortly before he was left bruised and 
efeated in the ditch. There is still far to go before the 

C finds the nerve to send railwaymen and dockers 
ross miners' picket lines. But its new executive (like 
old one) loathes Mr Scargill, and is alarmed by the 
~iolence of his miners and the damage they are doing to 

e union cause. Union members are in revolt, crying 
ut already for the secret ballots which Mrs Thatcher is 
bout to give them. 

The TUC may be an ironic weapon for Mrs Thatcher 

wave in the face of union militants. But at present it is 

e best she has. It involves her keeping her ministers' 

ouths shut—and Mr MacGregor's shut too. The fudge 
ay be unavoidable, but if she keeps quiet now and lets 

he TUC grapple with Mr Scargill's public intransi- 


personal successes in 1972 and 1974 and goaded his 
union leader, Lord Gormley, into the startling defeat of 
Mrs Thatcher over pit closures in 1981. He has since — 
reduced the Tory government to such a pass that it has. _ 
closed only 49 collieries, compared with 335 closed by 
union-dominated Labour governments since 1964. The _ 
Thatcher government has meanwhile multiplied subsi- - 
dies to the coal board since it took office, to an ` 
impoverishing £2m per day. ۳ 

There is in this sense nothing political about the : 
present strike, beyond Mr Scargill’s own demagogic - 
oratory. The miners of South Wales, Yorkshire, Dur- 
ham, Scotland are not so stupid as to believe they can 
bring down Mrs Thatcher a year after a landslide — 
election victory. The men in these areas are striking, as " 
Mr Scargill says, because their past experience suggests | 
that this is the way to save their jobs and preserve their 
traditional communities. They know the market will not 
buy their coal. They follow Mr Scargill because he - 
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promises that he will make the government buy it 
instead. With Mrs Thatcher's help, it is a promise on 
which the militant NUM has always delivered. 

_ The significant element in industrial relations re- 
- vealed by this dispute is the split within all the unions 
involved. It is a split not between left and right, ‘nor 
between militant and moderate. It is between the high- 
productivity and low-productivity sections of each in- 
-dustry. It is between those coal, steel and railway 
"Workers who believe they can survive without feather- 
bedding and those who know they cannot. The dispute 
_ has injected a brute economic realism into the tradition- 
al solidarity of British trade unionism and divided it 
along precisely the right lines. Miners, dockers, rail- 
‘men, steel and power workers in the Midlands, the 
‘south and even parts of Wales and Scotland no longer 
feel a sense of historical identity with Mr Scargill's 
faction within the NUM. When the Labour leader, Mr 
Neil Kinnock, says he is “with the miners" he is risking 
_ being with the wrong ones. 

Investing in nonsense 

The productive workers of Britain will be the losers if 
- the settlement of this strike proves there is still treasury 
- gold at the end of every militant rainbow. Hence it is 
- vital, whatever the outcome of the fudge, for the 
- government to stop hurling big money at coal—and 
- certainly to stop boasting about it. France is cutting coal 
production by more than a third. West Germany is 
- concentrating its industry on a few efficient pits. The 
- likely result of present British investment plans will be 
. to make the British coal industry still the most highly- 
_ Subsidised in western Europe, hopelessly uncompeti- 


€. 


at 
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| For most Americans, most of the time, Canada scarcely 
exists. This week, however, it made their front pages. 
The Conservative election victory there (see page 19) 
_ has come as an encouraging portent for the Republi- 
_ cans, two months before the United States goes to the 
- polis, for two obvious reasons. First, it conforms to the 
- majority's swing to the right recently shown in several 
other western democracies. Second, it brings in a 
- government pledged to repair the damage done to 
_ relations between the two North American neighbours 
- during the long years of Mr Pierre Trudeau's Liberal 
. rule in Canada. 
. _ But Americans would be wise not to view the great 
| Canadian upheaval only in these simple terms. The 
. message from this landslide is not that Canada is falling 
- into step with President Reagan and marching to his 
tunes. Relations between the governments in Ottawa 
. and Washington may, for some time, glow with new 
_ friendliness; but this will not mean that the doctrine of 
. North American continentalism has finally triumphed. 
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anada s upheaval 


. The trium h of Brian Mulroney's Tories was more than a matter of 
. getting in line with Ronald Reagan's Republicans 


tive against imports. Only constant—and foolish- 
pressure on the generating boards to burn more co 
(with subsidies to pay artificially high prices for it) w 
maintain even present levels of consumption. 

Yet at the weekend, there was Mrs Thatcher's energ 
secretary, Mr Peter Walker, declaring that once tk 
miners go back to work “the government is willing ! 
underwrite an extension of the plan for coal. . . . Th 
would mean massive investment in the industry. . . 
We could become the greatest coal production nation : 
western Europe." This is precisely the give-away att 
tude which has wrecked any sense of realism in the co 
industry. To promise another colossal £3 billion « 
public investment to coal at this time—on the basis « 
productivity conditions most unlikely to be delivered- 
is a slap in the face of industries, public and private 
which have had to tighten their belts during th 
recession. It is like asking a man to sign the pledge wit 
a case of whisky as the prize. Public subsidies for th 
coal industry are no more “economically viable" tha 
are Mr Scargill's definitions of closable coal mines. 

The defeat of Scargillism will therefore not com 
when the NUM leader is forced to concede some fors 
of words on uneconomic pits. Mrs Thatcher's style « 
toughness is oratorical and public. It clearly frustrate 
her to take a back seat in the coal strike, and it wi 
frustrate her even more if the lacklustre TUC prove 
the agent of a settlement. But the real test of he 
toughness will be her willingness to abandon pa: 
promises to the coal industry and treat it as she ha 
treated other sacred cows of the public sector. Britain 
coal industry must not be left believing it can inflict suc 
turmoil on the nation with financial impunity. 








Undoubtedly some part of the Canadian Tories 
sweeping success was based on the same kind of swin: 
that other electorates have demonstrated. Canadians 
too, have decided to see if a right-wing government cat 
resolve their economic problems, by reducing govern 
ment intervention and restoring freer markets. But the: 
did not vote against public spending: the Tory leader 
Mr Brian Mulroney, has been making expensive prom 
ises in many directions. Nor did they vote for big budge 
deficits in the Reagan manner: Mr Mulroney says the 
deficit must be reduced, although he has not said how 
The votes for the Conservatives were votes for les 
government interference with business; but the mer« 
fact that, while the Liberals were squelched, the left-of 
centre New Democrats held their position unexpectedly 
well suggests that something more was involved than 3 
prevalent down-with-government, up-with-busines: 
mood. 2 

In part, Mr Mulroney won because, for the first time 
the Conservatives had a bilingual leader from Quebec 
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| e i had tf was the fondamental sin 
in Diefenbaker's Tories successfully charged 
1 in the late 1950s, after they had held office 

Û years. 


Aberals replaced Mr Trudeau with Mr 


n June, the opinion polls swung back in 
r r and for a moment they hoi € ed for a new life 


distance himself kam his ی‎ ‘then 


ng back into the Trudeau traces; neither tactic 
. His patrician big-business image drew little 
i Gy ane French or r from other Canadians. 


m. ande around: the black township 9f Sharpe- 
1e 30 people have died in the worst riots since 
Mag d of 1976. Mixed- -race Coloureds 


hese t tremors. yi apartheid? s fault- 
directly linked. Both the black riots and 


onomy. Mr Botha's s government had been 
11 , wrongly, that a rise in the gold price would help 
( Afr ca a out of its worst recession since the hie 


a = ae a. half dude is “wrong, dor the 
m for ain Ts Africa aad andi Vae 


put. His ns the Principles RA pure Boer; 
ot t the. contradiction. it sounds. a of 


Chrétien might - have 


Mulroney's bicultural and pi )pulist a ppe: 

Mr Mulroney's winning formula had, 
other major ingredient. Whereas Diefenba 
swept Canada in 1958 with the cry tha 
domination must be checked, Mulroney' s To 
stress the need for more American investme 
a faster recovery. With unemployment still at 11 
was a strong and simple campaign argument. 3 
that the triumphant Tories, , holding 211 out o 


in parliament, must be responsive to region: 


right across Canada, Mr Mulroney will have 
carefully about just where and how far to 
American influence surge in. Any American 
that bargaining with the government in Ott: 

be a walkover are liable to be disappointe: 


and Indians. There is a sizeable minority 6 
coloured opinion, especially in the rural area 
be accepted again by Afrikanerdom, to which 
trace their ancestry. Many Indians do not rel 
prospect of eventual one-party black African 


Botha may appoint non-whites to his p 
cabinet. But, for the moment, the angrie 


more politically-minded non-white minority i 
is dominant. And the new constitutional co 
are not large. The two non-white parlia 


| bers have almost no power to block win 


The choice for Botha 

The Afrikaner extremists, led by Mr Andiies 
nicht, will seize on this week's events to suppo 
fundamental conviction: once the smallest cor 
are made to a multiracial society, white power w 
jeopardy. In the long run they may be right. 
Mr Botha has stepped, however cautious! 3 


modifies pure apartheid, there is no easy or 

place to stop. yes 
Even if the Coloureds and Indians were 

side with Mr Botha, the political numbers 


whites: Coloureds and Indians. Both. this S 2 
momentum of Mr Botha’s strategy, whatever hi 
tions, might gradually squeeze him toward: 
opening to blacks, at least to the 10m in Sou ith 
cities. That would be the cool-minded readin 
week's events. And the executive presidency ji 
wider power and flexibility to bypass Afrik 

woodsmen and provincial caucuses. The. Itern 
further concessions by Mr Botha is less asy 4 


| E attractive: trying to scramble backwards up 


۱ ۳ tor, in the hope of reuniting the Afrikaners aga 


CO ا‎ mixed. á i 


" modest changes to aparth id. 











os AERA "Libya. F S^ ne urging comes, 
dat bis, roin relatives of Libya's British hos- 
ne fron n Labour’ members of parliament who 





, ya claiming credit for the colonel” 8 
iis hostages, and saying that more of 
eed if Britain would placate him a bit. 
-could—by putting in jeopardy several 
ds of Britons and other westerners working in 
as many Libyans living abroad. 
ns have learnt, the hard way, that 
loying terror as a weapon will use hijacks and 
f hostage-taking to press their demands, 
or the freeing of imprisoned colleagues or for 
ncessions that will increase their status; and 
elding to this pressure means inviting more 
. The lesson that is now having to be learnt is 
vernments also can behave like terrorist gangs. 
years Colonel Qaddafi’s men have—with his 
encouragement—sought to terrorise Libyans 
iving abroad in order to prevent opposition to his 
'gime gaining ground. Libyan embassies have been 
amed "people's bureaus” and restaffed with armed 
inatics. Libyan exiles have been murdered in six 
countries. Hostage-taking has been employed 
ain the release of Qaddafi agents who were 
in France and West Germany in connection 
rorist crimes. In Maren a series of d in 













































































































aad: is being rude about the 
'gentlemen's agreement" on export cred- 






































an treasury guarantee behind loans for exports, 
bout pulling out of the agreement unless the 
les which it administers are applied more 














ned. last year, export credits 
1 f industrial countries to arrange 
1 billions of dol ars to persuade third- 

1 gins & Sons’ capital. exports 
nc, the foreign competi- 















as hostages. 


expects a reciprocating gesture. 


ba k, the bank which effectively puts an 
drawal would be a pity. Until 


. $3.5 billion las 


sidis d were seldom those - 
Study ast. ear 







































in رو‎ gn for ras men now v awaiting triali in conti 10 
with the March bombings. 1 
rightly ruled that out. Now Libya is hinti : 
free its hostages if Britain moved towards a restoring € 






The British governr en 
ng that it woul 


normal relations; having freed two of them, it says i 


The idea is being put about that the. colonel is in. 
crestfallen mood and read: i ( mend his wa d hi 
oil revenues are less huge thar | they vere; and hi: 
necessary to inde a new cac | ی‎ Libya 2 
Morocco that has startled France as well a as Nort! 
Africa. But no moderation showed in Colonel Qadda 
fi'S speech on September Ist. He reiterated his suppor 
for rebellions ranging from Chad to Northern Ireland 
and boasted that he had sent arms and soldiers t 
Nicaragua. In London two weeks earlier a murder 
apparently committed by a group of thugs which wa 
then whisked back to Libya, had silenced a man wh: 
seemed likely to shed light on the March bombings 
Neither the Libyan regime's words nor its deeds sup 
port any hopes that placating it now would not encour 
age it to do yet worse. 











such financial sweeteners. 

Subsidising the fin: 
keeps shoddy expo: 
subsidies on the good 
exporters agreed t 
credits to go up and d 
least ensured that ex 
equal. If market r: 
subsidies would 
helped to cut the 
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McDonnell Dou gas AV-SB Harrier // | 
. VASTOL pee $ landing gear and Ww". 
engine hiel system. wu 


Manufacturing and engineering 
with effective cost-control produce 
satisfactory results. 


series or robotic Aerospace. Civil market recovery‏ تارب ویب 
manipulator military business encouraging;‏ 
development at high level. .‏ 


Mining. World market conditi 
leader in electronic controls or 
supports. 
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Electronics. Steady growth high * 
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1983/84 Report and Accounts dcs 
The Secretary, oe rains end 


` Coal; mining hydraulic. oof 
supports and face conveyors. 1967- 1984 


The Annual General Meeting will be at the registered 
Arte Court, Cheltenham, on Thursday 20th September a 











port credits, the 







d to it. In a wicked world, the agreement ma 
edness as transparent as possible. ۱ 


ing muddied xd what are called “mixed credits”. 


۱ ucate 


۱ io of Britain’ s biggest quangos sponsor a report 
s praised by both The Times and the Guardian 
apers, and delights employers’ associations and 
unions alike, iconoclasts should smell the rat of 
ntional wisdom. | 

e report, commissioned by the Manpower Services 
| hission and the National Economic Development 
, compared the British system of vocational 
ion and training with those in Japan, America 
West Germany. Things were better abroad. But 
n, in this kind of report, which has peppered Britain 
20 years, they usually are. The recommendations 
boringly familiar; firms should invest more in their 
nan ca vital; governments should have a strategy for 
ning (and provide money to match); education 
repare young people for working life. Even the 
tions are predictable—reports usually com- 
aean to the German system of vocational 
(where. the state plays a major role) with 


rt for the. American one (where it doesn't). 
































v training for yesterday? | 
obably true that systematic vocational education 
üning programmes contribute to economic suc- 
Only probably, because nobody has yet proved 
iuse and effect are as simple as some boosters 
۱. There are no doubt better training programmes 
he. banking and distribution industries in West 










m: when Austin Rover computerised its assembly 
rash training programme ace ensued. 
eed needs many more p 





inpetitive هه‎ ۱ 
worse than the gentlemen's agreement which put lly- 
-reduced 1 t 5 A076 | ible. id be bes 
pursued through the gentlemen’ s agreement. “Smash nj 
it up is no more likely to stop a subsidised credit ract 





ie Americans complain that the current agreement. 


ritish workforce i is badly trained because iti is by then 


not change whole curricula q 


nany than in Britain, to little obvious effect. Most 
sh firms do invest less i in training than their foreign repute of teachers falle 
tors—but only for as long as the market lets - | 


df aic would 








| y should xi de ci 








than pulling. out of the Gaty would bring free trade. 










from tomorrow’s Ln "y ‘will ex 
industries where there are plenty of gooc 
available (which usually means dying ind 
lot of good people have become unemployed he 













The way to increase investment in human: apital is te te 
have lots of humans who want it. Britain eeds i 
workforce prepared to change jobs and update skills a 
new technologies evolve. It must be self-confiden 
enough to learn. Each member of it must have th« 
strength and self-knowledge to demand the necessar 
teaching. The real objective is a well educated labou. 
force that then wants to be trained. Bu hat objective i; 
not central to the new conv ۱ 
policy makers now believe tha Magers: 
be taken out of the labour ma ain 1s unique i it 
making over 40% of its sixteen-year-olds job hunters— 
a legacy from departed days of labour shortages), bu 
plan, instead, that they should spend much of their time 
on narrow vocational programmes. That is not the rigl 
solution. It will force children at an ever earlier age te 
settle s on one vocation, dee one set of skills. In: 
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"Speak almost any language - 
ind the there'sone word which will 
translate to mean industrial gas. 
And new ways of using it. 

“AGA 
From Uruguay to the USA. From 
West Virginia to West Germany. 

“We might be a Swedish firm. 

But we are truly 


New uses for gas in medicine 


Jan- Jan- Ful 
June June Year 
1984 ۰ 1983, 1983 
2717. 2,554 3 
~2,159 -2,088 -4,361 
-168 -141 -278 
325 ۰ 4 

14 ۰ 19 


eben 


278 ۰ 5 
~53 -98 
-2. -8 

-16 


Dividends havei increased from SEK 5. 91 و‎ per ordinary 


share to SEK 10.00 in just five year 


And we've grown by an. average of more 
than 15% p.a. over the last five 


years. Something we plan 


to keep up to make our 
investors ha: ppy. Andou 
customers. | 
Because whether we re 
providing gas and the - 


technology for freezing, û or 
welding, رت‎ ds uses or 
industrial production, we 


believe a profitable future lies 
And, of course, in the SEK 800 1 E 'est 
last year in research, production and distrib ion 
If you'd like to know more, why not complete the. 
coupon. And talk to AGA, the company which tà ks 
your language. 


Please send me a copy yol the A AGA laem Re 
and a copy of the latest Annual Report. 


in 
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we For the 


m ds Tet will be ab 


1 sa major. سول‎ towards 24 
hour exchange trading — -th 


Mulroney's | 
ese 


f the C Canadian elec- 


mong Tory Rad i on ret 
when. they found that their party had 
on 211 of the 282 seats in the house of 
commons. The Liberals, who have gov- 
the country for the greater part of 
century, have never been brought so 
low. From the 147 seats they won under 
ierre Trudeau's leadership, in 1980, 

they have shrunk to only 40. 
‘he election’s other remarkable fea- 
e-was that the third party; the left-of- 
tre New Democrats, who had at first 
semed in danger of extinction- 
opular support was at one stage below 
%, and many of their 31 seats were 
eatened by the Tories—rallied strong- 
er their unflappable veteran leader, 
Br jadbent. They got 19% of the 
۱ ihe fewer than. the ی‎ al 


-— their 7 


in Dents being made 
er 5 ۶ victory in 


yer and. rato n ys lide, The p the Tories 
208 seats (in a house of 265) that year was 


both a hero and a friend to the young 


Mulroney, who was then making his first 
speeches asa student. |. : 
The 1958 election was also in the Bond 
of Mr John Turner, when he had to. 


concede defeat this week after less than 
70 days as prime minister. He recalled the 
words his own party hero, Lester Pear- 
son, used after that disaster for the Liber- 
als: “We are disappointed but not dis- 
couraged. We will regroup our forces." 
To everybody's surprise, Mr Turner him- 
self has won the seat in Vancouver, where 
he had boldly chosen to fight in the hope 
of leading a Liberal revival in western 


Canada. He has vowed to "stay at the 


helm" as opposition leader and to do as 


Pearson did after 1958—to return his 
| party to power within five years. 


Baie-Coméa g^ 


from the Mr 


and . the. 
Québécois. 


EU imate for 7 cn 


economic growth would soon ic 


bie, who was finance. ministe : 


* 


short-lived Conservative. m no 


md pibe indés trial 

renamed the. Foreign Inve 

tion. Agency. (rather than rev 

cy), to soften its. ‘image a 0 

purpose. ET. 
One of Mr Mulroney | 


he confers with the. provincia 
about the economy, will be fo 


the national energy programm 


ticularly the removal-of “ba 


provision enabling the government t 
a 25% share in offshore or Arctic o 
gas finds, The Americans had pro: 
against this as a form of nationa 
without fair compensation. Th 
doubt that the Reagan admini 
feet Mr. Mulrone y's. tea 
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` down Canadian economic nationalism, 
even if the embers are not extinguished. 
For there will still be some disputes—over 


- steel quotas and over the imbalance in 


any year's production under the United 


^ States-Canada auto parts agreement. 


Paradoxically, Mr Mulroney’s biggest 
- problem may be to satisfy the western 
` Canadian interest that in the leaner years 
has been his party's backbone. Almost 

unbelievably, in the new Tory parliamen- 

tary caucus the members from the four 
western provinces will be outnumbered 
` by the 58 from Quebec alone, and also by 

the 67 from Ontario (who include a 

striking number of small businessmen), 

Mr Mulroney may for a time continue to 
` have a strong appeal to western Canadians 
with the kind of optimism that made him 
hail a “brand new day for this wonderful 


` Canada". But the clouds of western suspi- 


| cion that he could prove to be just another 


— creature of the business interests of central 


- Canada may soon roll in. 
Latin America | 1 
Why it is so quiet 


Latin America is hanging on. Although 
there was a one-day general strike in 
Argentina on September 3rd and two 
days of disorder in Chile, there is still 
little sign of a much-feared general politi- 
cal explosion throughout Latin America. 
High unemployment and sharp cuts in 
real wages because of the region’s foreign 
debt crisis continue. But the end is not 
nigh. 

One reason for this relative calm is 
that, apart from the booming 1970s, when 
the region lived on borrowed money, 
most Latin Americans have always been 
poor. Many people accept the austerity of 
the 1980s as a return to normal. Another 
reason is that almost all Latin American 
nations are either democratic or well on 
the way to becoming democratic. So 
voters are prepared to let off steam by 
voting their governments out of office in 
the hope that the next one will serve them 
better. Occasionally, they go on strike. 

The democratically-elected president 
of Argentina, Mr Raul Alfonsin, has been 
. struggling to reconcile opposites. He won 

` the presidency partly by promising higher 
real wages but he now realises he must 
impose austerity in order to contain Ar- 
gentina’s more than 600% inflation rate. 
Trade unions, which support the opposi- 
tion Peronist party, struck because they 
claim Mr Alfonsin’s cautious policies 
have cut real wages. The strike shut down 
most big factories and much of the public 
transport system but elsewhere the re- 
sponse was lukewarm. This has encour- 
aged Mr Alfonsin to be firmer with the 
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In the palace of the Inquisition 


FROM OUR ROME CORRESPONDENT 


What is the job of the Roman Catholic 
priest? Is it simply to try to save souls? 
Or should he do what he can to improve 
the lot of his flock on earth? A bit of 
both has been the compromise practised 
by many clergy. But the Catholic church 
is worried by priests who, it believes, 
have become too deeply involved in 
earthly matters, becoming politicians, 
even supporting Marxism. 

On September 3rd the Vatican came 
down hard on these activities with all the 
considerable force it could muster. Its 
document on so-called liberation theol- 
ogy was presented by the president of 
the Latin American conference of bish- 
ops, Monsignor Antonio Quarracino, of 
Argentina. Appropriately so, for the 
issues raised in the document principally 
concern Latin America—the home of 
half the world's baptised Roman Catho- 


lics. It condemns the political content Of 


paged pices E AEN D.‏ وه 
Ernesto is reprimanded in Nicaragua‏ 


unions. He plans to increase wages by 
16% this month, though inflation is likely 
to reach 22%. Mr Alfonsin is also negoti- 
ating an agreement with the International 
Monetary Fund. 

In Chile, where General Augusto Pino- 
chet vows to remain president at least 
until 1989, the only way for the opposi- 
tion to let off steam about the dictatorship 
and economic slump has been in monthly 
protests on the streets. More protests will 
be held, though they are unlikely to make 
the general budge. 


liberation theology—which, the docu- 
ment maintains, confuses Christian sal- 
vation with the material “liberation” of 
the poor, by violent or other means. 

Cardinal Josef Ratzinger, of West 
Germany, drafted the document. He 
holds the title of “prefect of the congre- 
gation for the doctrine of the faith", the 
present incarnation of the Holy Office or 
Inquisition, He works from the palace 
that once housed the Inquisition. The 
document names no names, but implicit- 
ly accused is Oxford-educated Father 
Leonardo Boff, a Franciscan and author 
of a number of books on liberation 
theology. He arrived in Rome on the eve 
of the presentation of the document. 
Vatican officials like to stress that Father 
Boff is simply in Rome at his own behest, 
for a "conversation" to clarify matters 
with Cardinal Ratzinger. 

In Father Boff's Brazil, liberation the- 
ology has inspired some 100,000 “basic 


communities" of Catholics. The commu- 
nities are committed to a "search for a 


juster society", through political means 
if necessary. Worse, Father Boff ac- 
knowledges that he makes use of Marxist 


. analysis in his theological writings. And 


this leaning, so the Vatican document 


stresses, is the besetting sin of liberation 


theology. 

Others in line for a scolding are four 
priests who continue to hold posts in the 
government in Nicaragua. They include 
Father Ernesto Cardenal, culture minis- 
ter, his brother, Father Fernando Car- 
denal, education minister, and Father 
Miguel d'Escoto, foreign minister. On 
September 4th a delegation from the 
Nicaraguan government arrived in 
Rome to try to persuade the Vatican to 
allow them to stay in the government. 

It seems a wasted journey. The Pope 
publicly showed his disapproval of Fa- 
ther Ernesto during his visit to Nicaragua 
last year. And this week the Vatican 
newspaper, Osservatore Romano, pub- 
lished an article signed by the Jesuit 
general, Father Peter-Hans Kolvenbach, 
praising the Vatican document. The ac- 
tivities of the Nicar political 
priests, two of whom are Jesuits, are just 
the sort of thing he wants to stop. 


There have been no mass demonstra- 
tions in Brazil for months, even though 
the country is in a slump and poverty in 
the slums is almost unbearable. This is 
because there is a good chance that the 
opposition’s candidate for president, Mr 
Tancredo Neves, will be elected in No- 
vember and the military-backed govern- 
ment will step down. Brazilians hope that 
somehow their life will improve under the 
civilian Mr Neves. 

The austerity of the past few years is 
finally paying off for Brazil, which has a 








wt 
ich way to the barricades? 


"ompetitive exchange rate and runs a big 
visible trade surplus (this year’s may 
each $11 billion). Brazil hopes this will 
ncourage foreign bankers to renegotiate 
E foreign debts over several vears rather 
an one year at a time. 

Neighbouring Uruguay, also hit by a 
E is quiet, too. The army is stepping 
Bown from power and holding a presiden- 
Mal election in November. Civilians are 
Wetermined not to rock the boat. 

In Peru, which has suffered from one of 
„atin America's worst slumps, President 
'rancisco Belaunde's attempts to apply 

musterity measures favoured by the Inter- 
mational Monetary Fund are very unpop- 
klar. But the country is quiet except for 
guerrilla troubles in the interior. The 
focus of attention in Lima, the capital, is 
"^e presidential election next year in 
nich the main opposition party is re- 

۴۳۵۲060 as the certain winner. 

Mexico’s standard of living has sunk, 


Israel 





after a sarge in the high-spending 1970s, 
but though voters are turning away from 
the long-ruling Institutional Revolution- 
ary party in local elections, they are not 
taking to the streets. And the trade sur- 
plus shot up to $13.7 billion last year. 

Latin America’s democracies are most- 
ly improving their economic performance 
at great social and political cost and by 
squeezing their imports (although some 
countries are starting to increase their 
imports again). Mr Alfonsin’s Argentina 
remains the chief exception to this im- 
proving trend. Talk of a debtors’ cartel is 
receding. Bankers have been encouraged 
to think of multi-year rescheduling of 
debts from Mexico, Brazil and possibly 
Venezuela. Interest rates are being 
trimmed. But the United States and Brit- 
ain are holding back from multi-year 
rescheduling of government debts. Do 
not their fellow democracies south of the 
Rio Grande deserve a better deal? 





A marriage has been arranged 


ROM OUR ISRAEL CORRESPONDENT 


Whe will-they-won't-they courtship of Isra- 
۶۱5 two main parties at last looks more on 
Pan off. If it does happen, it will be an 
anloving marriage of convenience between 
partners desperate not to be left on the 
shelf. President Chaim Herzog is expected 
'0 bless the union on September 10th. 
For the first two years and a month, Mr 
Shimon Peres, of the Labour Alignment, 
s supposed to be the boss, with Israel's 
yutgoing prime minister, the Likud 
;»lock's Mr Yitzhak Shamir, running for- 
"ign affairs. Then they will switch roles. 
3ut the relationship between Israel's vari- 
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ous political families, big and small, is still 
so complicated that it could prove impos- 
sible for anybody to emerge as an effec- 
tive master of the Knesset. 

The Labour party's former prime min- 
ister, Mr Yitzhak Rabin, will probably 
take the defence ministry, while Likud, 
possibly in the shape of Mr Yitzhak 
Modai, wins the dubious prize of the 
finance portfolio. Mr Rabin's deputy will 
be a Likudnik, who will oversee Jewish 
settlement in the Israeli-occupied West 
Bank and Gaza. Likud and Labour will 
each have 10 ministries, with some of the 
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small parties getting a ministry, depend- 
ing on the number of seats they won in the 
120-member Knesset. This will make for 
a large administration. So, in a departure 
from tradition, the two main party leaders 
will set up an inner cabinet of 10, to be 
chaired at first by Mr Shamir. 

Labour seems to be getting a better cut 
of the desirable jobs, but the wrangling is 
not yet over. Labour has promised some- 
thing juicy to Mr Ezer Weizman's new 
three-seat Yahad (Together) party. A 
good half-a-dozen Knesset members be- 
longing to religious parties expect a re- 
ward from Likud. 

But there are the makings of a vocifer- 
ous new left-wing opposition. Mapam, 
which has six of the Labour Alignment's 
44 Knesset seats, will peel off into opposi- 
tion rather than serve alongside Likud. 
Labour's centre-left allies, Shinui 
(Change) and the Civil Rights group, 
each with three seats, may also pit them- 
selves against the emerging coalition. The 
mixed Arab-Jewish Progressive Party 
(two seats) and the Communists (four 
seats) will further bolster the left. On the 
far right, the extreme nationalist Tehiya 
(Revival) party may at first refuse to help 
Likud if it teams up with Labour. Some of 
the’ religious splinter groups could also 
abandon Likud because of its compro- 
mise with Labour. 


New settlements 

The question of Jewish settlements in the 
West Bank and Gaza has dogged the 
would-be Labour-Likud marriage. Likud 
insisted that plans for two dozen new 
settlements should go ahead. Labour has 
grudgingly accepted the plans “in princi- 
ple” but has forced Likud to agree that, 
because of the economy, only six can be 
started this year. (The settlers are already 
threatening to begin new settlements wil- 
ly-nilly.) In future, such awkward deci- 
sions can only be made by cabinet major- 
ity. That means that each of the two main 
parties can veto any tricky-looking 
proposal. 

It also probably means no serious new 
peace initiatives, save a general call to 
King Hussein of Jordan to negotiate. 
Labour's election talk about giving back 
some of the West Bank to Jordan in 
return for peace will be put aside. With- 
drawal from Lebanon has slipped rapidly 
down the list of priorities. 

The only important area of agreement 
is on the economy. Both party leaders 
know that Israel must quickly submit to 
the Americans a convincing austerity 
plan, replete with large budget cuts and 
unemployment projections, before Wash- 
ington's congressional recess in October. 
Otherwise it may be too late for Israel to 
get half its $2.6 billion aid allocation from 
America which is also due next month. 
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The haj before computers 


Saudi Arabia 
Mecca of troubles 


FROM OUR ISLAM CORRESPONDENT 





With each haj—the pilgrimage to Mec- 
ca—the government of Saudi Arabia ex- 
periences in greater measure the splen- 
dours and miseries of being the keeper of 
the holy places of Islam. To perform the 
pilgrimage is one of the five religious 
obligations of Islam, and more and more 
people are managing to do it. For the past 
few years the number of pilgrims has been 
around 2.5m. This year’s pilgrimage, now 
in progress, is expected to attract 3m 
people, half of them from abroad and half 
from Saudi Arabia. 

No Moslem may be denied entry into 
Saudi Arabia to make the pilgrimage to 
Mecca, to the nearby village of Arafat, 
and to Medina, unless he is a criminal and 
perhaps not even then. This is where the 
Saudis’ obligations as hosts to the pilgrim- 
age clash with their own desire for 
security. 

In 1979 the Grand Mosque at Mecca 
was seized and held for a time by an anti- 
Saudi fundamentalist group. In 1980, fol- 
lowing the Islamic revolution in Iran, Shia 
supporters of Ayatollah Khomeini tried 
to use the haj to propagate their ideas. 
The demonstrations and pamphlets, con- 
taining thinly-veiled attacks on the Saudi 
government, were an abomination to 
most pilgrims, because the haj is a period 
of spiritual peace when even controver- 
sial discussions are to be avoided. The 
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brandishing of portraits of the ayatollah, 
although Islam prohibits human repre- 
sentation, served to remind the majority 
Sunnis that the Shias are outsiders. The 
Saudis arrested the leaders of the demon- 
strations and deported them—religious 
obligations notwithstanding. 

By then the Saudis were feeding the 
names of every pilgrim into computers, so 
they were able to build up a blacklist of 
unwelcome Shias, many of whom were 
refused entry in succeeding years. After 
the clash between the Iranian and Saudi 
air forces last June the Saudis took a 
harder line. The Iranians asked for 
200,000 haj visas. The Saudis at first said 
none at all, but relented and agreed to 
150,000. The Iranian: demonstration in 
Mecca on September Ist was less noisy 
than before. 

Shia supporters of Iran in Lebanon 
complained this year that the Saudi con- 
sulate in Beirut was issuing visas too 
slowly, and a Shia gang burnt it down on 
August 24th. On September 3rd a Leba- 
nese Shia, claiming to speak for. the 
"Islamic Jihad" group, threatened to de- 
liver “a deadly blow" against the Saudis 
in Mecca. Islamic Jihad has a fearsome 
record of successful terrorist attacks, so 
this is not a threat to be taken lightly. 

The Sunnis of Libya have also made 
trouble this year. On September 1st an 
aeroplane carrying Libyan pilgrims, and 
20 cases of weapons, was turned back 
from Jeddah airport. All in all, the Saudis 
must be wondering whether the privilege 
of looking after Mecca now outweighs its 
problems, which are far from over. 


Nigeria 
Softly, softly 


Relations between Nigeria and Britain 
have warmed a little since they struck ice 
on July 5th, when an attempt was made in 
London to kidnap the former Nigerian 
transport minister, Mr Umaru Dikko, 
and fly him home in a crate to face 
corruption charges. 

Nigeria’s post-kidnap talk of a "re- 
view" of its membership in the Common- 
wealth, taken by some in Britain as a 
threat to leave, has stopped. And Nige- 
rias ruler, Major-General Buhari, has 
not formally requested that Mr Dikko be 
extradited to Nigeria to be tried before a 
military tribunal, sparing Britain the need 
to say no. Last month, Nigeria's acting 
high commissioner in London, citing “th 
need to maintain good relations", handed 
Britain a cheque for £6.9m to pay pen- 
sions due to former British civil servants 
who worked in Nigeria during the colo- 
nial period. All good portents. 

Britain is also eager to end the quarrel. 
Nigeria is a major market for British 
exports and investment and, despite its 
economic troubles, is the most powerful 
black African state. Some 20,000 Britons 
live there (and at least three are locked up 
in connection with economic corruption 
charges). 

The let's-be-friends mood could be 
jarred should the three Israelis and a 
Nigerian awaiting trial in connection with 
Mr Dikko's attempted kidnapping in- 
criminate Nigerian government officials, 
either in Lagos or at Nigeria's high com- 
mission in London. But a trial date will 
probably not be set until November at the 
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. We, Aerospatiale, were not on board 
nor were those who 
declare peremptorily that the missile did 
not explode — so we shall call to the wit- 
ness box the man who was primarily invol- 
ved, Captain Salt, who commanded the 


Sheffield. We shall merely quote the terms. 


of the extremely thorough inquiry conduc- 
ted by the Sunday Times: «Claimspublish- 


ed in Britain and America that the Exo- b 


cet failed to detonate, and that all the 
damage was done by kinetic energy and the 
propellant fuel, are discounted by Shef- 
field's officers. Captain Salt told us : «1 
was there, and there is no doubt that the 


warhead exploded.» All observations 


(photographs showing the hole in the 
ship's side where the missile penetrated, 


with the ragged edges torn outwards, the. ^ 


suddenness and violence of the fire) set 


alongside the effects recorded in many 
|; other cases, corroborate the testimony - 
.. given above. It is also to be noted that not E: 
asingle member of the Royal Navy or the E 
Ministry of Defence has ever adhered to 


this claim that there was no explosion. 


= In actual fact, one of the reasons why a2 
i this claim has apparently been given cre- 
' dit is the extent to which the general press 


is ignorant of the effects of Exocet (and 
more broadly of the other anti-shipping 


missiles of equivalent size, like the «Har- 


poon» or «Sea Eagle»). A 150-200 kilo 
warhead would indeed be unable to des- 
troy the structures of a major ship; that 
would require over a ton of explosive, and 


a missile to carry it would be huge and 
` vastly more expensive. Exocet’s mission 


is not necessarily to sink an enemy ship, 
but rather to disable it. It is fitted with a 


time fuze which sets off the detonation 


inside the target. Clearly, this explosion 


has direct results — breach, internal des- 


truction of a compartment, severe damage 


to adjoining compartments — but it also 


has indirect effects : setting off fires (a ship 


‘at sea contains fuel, ammunition, inflam- 


mable materials), shorting and shutting 


down electronic equipment. These effects 


are obviously very variable, depending on 
where the explosion occurs : a-missile that 


. blows in the hold of a a cargo ship loaded 
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The Falklands conflict suddenly broug 
Exocet into unexpected limelight... E 
cet’s outstanding role has given rise toa 
astonishing paradox; at the same tim 
it is subjected to orchestrated camp: 
of denigration, it is accepted. Y 
stick:anti-missile defence; programs 
their teething stages, are eagerly st 
to acquire an anti-Exocet title; some adv 
tisements for detection systems even re 
to the missile using the word «Exocet» a 
a common noun ! 3 

In service in 27 countries, includ nj 
NATO members, with more than 200 
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otha was elected South Afri- 
cutive president on Septem- 
nth. greater constitutional power 
1 anybody in the country has held 
before. On September 14th he will for- 
: ally | be inaugurated as head of state for 
. the next five years. From now on, parlia- 
 ment's ability to trip up the former prime 
minister is limited. Mr Botha might have 
_ been smiling. But at the same time as his 
elevation the worst riots for several years 
were trumpeting black naked for his 
government: 

During the past fortnight a succession of 
ombs has been set off, probably by 
uerrillas of the African National Con- 
gress. And last month the Coloureds and 
_Indians—the supposed beneficiaries of Mr 
Botha stitution—gave a resound- 
titution when more 

















































scended. Afrik n sare still iit 
of them accusing him of tribal 
hery for his ever-so-cautious. dilution 
re-blooded apartheid, 
he riots began on September 3rd, 40 
es south of J ohannesburg in Sharpe- 
2, where 69 blacks were shot i in 1960. 
he immediate cause of unrest was rent 
‘eases. Among the 29 or more people 
died were black officials accused of 
borating with apartheid. ۱ ۱ 
ere has been a rise in tension’ 
ughout South Africa, partly fostered 
campaign against the new constitu- 
-the fast-growing United Demo- 
Front, a collection of black, Col- 
ed and Indian groups and some white 
ils. There have been outbreaks. of 
black townships east as well as 
nnesburg, and outside Pre- 
45,000 black children 
ng school in protest 
lew deal, from which 
he burning of shops 
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The hunt Du the Red Sea mines has 
produced a lot of red faces. The first 
country to look silly was Egypt. On 
August Ist, three weeks after the first 


blast, near the Gulf of Suez, it denied. 

Eu there were any mines. The Egyptian — 
| prime minister said the waterway was _ 
| “completely. safe". A week later Egypt =; 
<- agreed that, yes, there were mines and _ 

- Irán had probably laid them. A few days . 





| later the defence minister was “70%. 
` gure” that Libya was the culprit. ۱ 
. News agencies in Paris, London and 
Beirut were phoned by somebody claim- 
ing to represent the terrorist group Is- 
lamic Jihad, saying that it had planted 
190 mines. Government-controlled Te- 
heran Radio promptly congratulated the 
` Jihad. Next day the Iranian prime minis- 
ter denied any knowledge of the organi- 
sation, at the same time disclaiming any 
link between the mihing and Iran. Aya- 
tollah Khomeini condemned the mining 
outright. 

Most western analysts doubted wheth- 
er the Jihad group had the knowhow to 
place the mines, which by mid-August 
had hit, but with two exceptions had not 
seriously damaged, at least 17 vessels. 
Suspicions fastened mainly on Libya, in 
particular on a ferry called the Ghada, 
because it had taken 14 days over a trip 
from Suez to the Ethiopian port of Assab 

| and back, which usually takes only four. 
á Supporters ofthe Libyan leader, Colonel 


has caused food shortages and transport 
has been paralysed in several areas. 
About half a million blacks are affected. 
-Mr Botha’s efficient apparatus of con- 
trol has at least the firepower to dampen 
the fervour of the underdogs. On Septem- 
ber Sth the authorities in Sharpeville 
began to negotiate over the rents. But 


once the sparks fly it is never easy to 


predict where they may fall next. 
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Qaddafi, protested that he we 
wish to hurt ships sailing from the 
of his friends in South Yemen; 
pia. His opponents said he. was 
liable to hurt his friends a little if 

is enemies more—in p: rtic 
and its canal. 


































argued, laid the mines to give them 
an excuse for, interfering in the 
















o “split its people”. The Russian 
" low-key in their coverage, se 
happy to go along with the Ame 
Israeli pretext-to-interfere theory. 
Not a single mine is known to 
been found by the British,- ۱ 
French, Italian and Russian sh ps 
ing the area. On August 13th an Ame 
can news agency reported three m 
found “floating below the surface" 
next day Lloyd's in London reported 
"sighting". The mines never appeared. 
At the end of August a British naval : 
commander revealed that a lavatory “sit- 
ting upright on the seabed” ha 
discovered. He also warned shipper 
"every ship, as we say in the tr 
minesivceper—óiice", | Don 
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to pull the army out of the Golden 
Temple by September 30th, failing which 
Sikhs would move in to “liberate” the 
temple. Another resolution hailed Sikhs 
in the army who had mutinied after the 
assault of the Golden Temple, and de- 
clared that mutiny in such circumstances 
was heroic and not anti-national. 

Many Sikhs at the convention wanted 
an official resolution hailing Sant Bhin- 
dranwale, the Sikh leader who died in the 
assault on the temple, as a martyr. This 
was too much for the high priests, who 
fobbed them off by saying they were not 
convinced that Bhindranwale was dead. 
Large numbers of Sikhs refuse to believe 
that Bhindranwale was killed. His reign 
of terror, when his gunmen virtually ran a 
government of his own in Punjab, is 
forgotten. 


Japan 
For shame 


FROM OUR TOKYO CORRESPONDENT 





Shortly after lunchtime on a recent busy 
weekday a Japanese man left his work- 
place, went to an empty house, put on a 
motorcycle helmet, sunglasses and wool- 
len mask, hid a shotgun in his fishing rod 
case, and rode a stolen motorbike to a 
nearby bank. Firing a warning shot, he 
robbed the bank of Y1.2m ($5,000). The 
amateur thief was soon arrested. What 
shocked many Japanese was that he was a 
policeman. 

This was the second bank robbery by a 
policeman within a month, both of them 
in Hyogo prefecture, near Osaka. The 
other bent policeman, an assistant inspec- 
tor wielding a toy gun, got away with 
Y10m. Last year 120 Osaka police were 


vet 
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FROM A CORRESPONDENT IN CANTON 







Stalin used to refer disparagingly to the 
Chinese as radish communists—red out- 
side but white inside. The new White 
Swan hotel in Canton would have con- 
firmed his suspicions. 

At the hotel the "socialist spiritual 
civilisation" often mentioned in Chinese 
newspapers seems far away when vou 
are eating steak, the wine is something 
drinkable from France, and you can take 
a sauna or dance the night away at the 
disco. Much of the staff appears to be 
composed of obsequious Chinese who 
commute to work from local communes. 

The hotel, built by Chinese with 
Hongkong money, is on Shamian island, 
the former British and French imperial 
concession which once displayed the in- 
famous notice, “No Chinese or dogs 
allowed". Chinese are no longer barred, 
of course, but the contrasts between the 
haves and the have-nots remain acute. 
The locals come to gawk at the lavish 
decor (not at the foreigners, which still 
happens in many places in China) and to 
be photographed in front of the indoor 
waterfall. 

China's "open door" to the west has 
allowed in many oddities that might hit a 
communist's raw nerve, even that of a 





implicated in a bribery scandal. True to 
Japanese tradition, the head of the na- 
tional police academy then committed 
suicide. 

Police crime is still rare in Japan where 
the equivalent of local bobbies keep close 
links with communities by manning police 
boxes every few blocks. In the previous 
decade, there were only five robberies or 
robbery attempts by policemen. The re- 
cent bank holdups have sparked off a 





China's new opium 











radish communist. A state institution 
near Canton that once "re-educated" 
intellectuals now turns out American 
“cabbage patch” dolls. The in-flight 
magazine on the Chinese national airline 
has an advertisement for the Yves St 
Laurent perfume Opium—no reference, 
presumably, to the real stuff once forc- 
ibly exported to China by the west and 
which triggered off the opium wars. 

The official Chinese view is that hotels 
like the White Swan and advertisements 
for perfume are strictly for the tourists, 
who bring in foreign currency. However, 
the government accepts that contacts 
between the ordinary Chinese and capi- 
talism are hard, probably impossible, to 
prevent. Apart from the effect on the 
country of a growing tourist industry, 
there are the overseas Chinese who bring 
in a bit of the west when they visit 
relatives in China. At any rate, the 
campaign against western bourgeois in- 
fluence has recently been toned down. 

What the masses think of the White 
Swan and other western monuments is 
hard to tell. But the masses have lived 
through various policy zig-zags since the 
Communist revolution of 1949, The lat- 
est is among the least onerous. 




























bout of public soul-searching about faith 
in the police and declining moral 
standards. 

The two police thieves turn out to have 
been suffering from a common social 
disease—indebtedness to loan sharks 
called sarakin. Bank overdrafts are hard 
to get in Japan, so many would-be bor- 
rowers, already hard-pressed by housing 
loans, have little choice but to go to 
usurers who charge interest rates of any- 
thing from 50-100% a year and resort tc 
strong-arm tactics to force repayment. 

The national police agency estimates 
that about half of all murders and family 
suicides and most thefts are committed by 
people bitten by loan sharks. Yet sarakin 
are hard to control. Banks have been 
advised not to lend them money but it is 
still easy to set up as a sarakin; more than 
10,000 new ones start up each year. New 
laws require them to register and set 
maximum interest rates at 70%, but the 
laws are hard to enforce in a freewheeling 
business. 

The shotgun-toting policeman owed 
more than Y8m to sharks, compared with 
his annual salary of around Y6m 
($25,000); the officer with the toy gun 
owed more than three times his yearly 
income. After the robberies, the local 
police chief made a public apology for his 
shame that such crimes were committed 
by his staff, and cut his senior staff's 
salaries to show his sincerity. 
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YEAR BY YEAR 
NUCLEAR ELECTRICITY IS 
ON THE INCREASE 





About 17% of Britain's electricity is now generated by nuclear energy. 
Soon it will be more. 

British Nuclear Fuels makes the fuel for all this energy and produces 
fuel for all types of nuclear reactors. The company also provides nuclear 
fuel services worldwide, and its uranium conversion technology has 
seat licensed by major nuclear fuel manufacturers in the USA and 

urope. 


British Nuclear Fuels plc, 
Risley, Warrington, Cheshire WA3 6AS, RINE L. 


meme -at the heart of nuclear power 
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sides this time appear to place 
‘the hands of the Almighty. 






. can, as some of Mr Reagan's supporters 
appear to believe, is a central question 
eight weeks before polling day. It is one 
2 which Mr Mondale, a Methodist minis- 
. ter's son, has pounced upon in his so far 


 unavailing effort to convince the country - 


that Mr Reagan does not embody its 
mood and values quite as much as the 
White House thinks. 

us . The idea of. ni p dee God for the 












x fo to do this on. n their — ۰ 


/hether God is a conservative Republi- 


ere religion is most intense, 
| Democratic fastenings and tie 
to the Republican party. — 

` The issue boiled up at the Republican 


‘convention in Dallas, where God. was 
igh called upon to play as prominent a role in 
n- the festivities as the popping balloons. It 





had, however, been brewing for some 
time as Christian fundamentalists became 
political activists of the right. This, in 


itself, would have been no more repre- 


hensible than the old alignment of Jews 
and ethnic Catholics with the Democrats 
but for the fundamentalists’ attempt to 
impose their religious ideas on the politi- 
cal system. 

It was evident in Dallas that television 
revivalists such as the Rev. Jerry Falwell, 
head of the Moral Majority (which claims 
6.5m members and is still growing), 


helped to nail school prayer, opposition 
to abortion and fervent anti-communism 
into the 1984 Republican platform. Enter 
Mr Reagan with a declaration that politics 


and religion went hand in hand. The only 
conclusion he could have wanted people 
to draw was that true faith meant support- 


ing the Republicans. A prominent Rea- 
gan campaign commander, Senator Paul 


Laxalt of Nevada, had already sent letters 
to 80,000 Protestant preachers exhorting 
them to register their church members as 
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AMERICAN SURVEY 


arms control and Mr Reagan’s failings 
thereon; his challenge on taxes (which has 
unsettled the White House); opposition 
to Mr Reagan's "enrich-the-rich" poli- 
cies; and American values, including reli- 
gion. He may be incapable of “letting his 
hair down", as Democratic governors 
have urged him to do, but he does not 
lack courage. The campaign route he 
followed this week with his snappily res- 
urrected running mate, Mrs Geraldine 
Ferraro, who seems to have overcome her 
financial troubles, took him to apparently 
hostile terrain in California and the south. 
He means to concede no region to Mr 
Reagan in advance. 

The White House is going to extraordi- 
nary lengths to avoid a slip. It announced 
this week that close-quarters coverage of 
the electioneering president when he 
greets the public will be restricted to one 
television reporter and a quartet of televi- 
sion and press cameramen. That will keep 
the troublesome scribblers out of earshot 
while ensuring some nice pictures. 

This preoccupation with “political se- 
curity" is at the heart of an unfinished 
dispute over the number of television 
debates that will bring Mr Reagan and Mr 
Mondale face to face, in accordance with 
what is now established presidential cam- 
paign practice. Their senior seconds have 
agreed on only one debate, though Mr 
Mondale, in his probe for a Reagan 
blunder, has asked for six. It seems the 
upshot will be two debates, a bare mini- 
mum allowing the White House to show 
that its man has no qualms about debat- 
ing, despite his propensity for unfortu- 
nate jokes and fumbles, and allowing the 
president to display his charm against an 
opponent who has manifestly less. 


The black vote 
Numbers games 


WASHINGTON, DC 





Mr Walter Mondale can be sure of getting 
the black vote. The question is not how 
blacks will vote but how many of them 
will. Mr Mondale's strongest card with 
most blacks, and quite a few whites, is 
simply that he is not Mr Ronald Reagan. 
Is this enough to get out the vote? 
Probably not. However much blacks 
resent what they see as Mr Reagan's 
prejudiced economic and social policies, 
a Mondale-Ferraro ticket that rests on 
this negative appeal is unlikely to inspire 
that vital rush to the registration booths. 
In theory black registration (most 
Americans, black or white, who bother to 
register go on to vote) could swing several 
key states the Democratic way. A poll 
done by Gallup for the Joint Centre for 
Political Studies, a black research body, 
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Jackson, the inspiration-provider, is cool 


shows that blacks prefer Mr Mondale to 
Mr Reagan by 88% to 5%. In a study 
published by the JCPS, Mr Thomas Ca- 
vanagh has calculated that there are 11 
states, with a total of 134 electoral college 
votes, in which the number of unregis- 
tered blacks of voting age exceeds Mr 
Reagan's margin of victory in 1980. These 
states are New York, which Mr Reagan 
won by 165,000 votes but where there are 
something like 1m unregistered potential 
black voters, Massachusetts, Connecti- 
cut, Virginia, Alabama, Louisiana, Ten- 
nessee, Mississippi, Arkansas, South Car- 
olina and North Carolina, which has the 
country's lowest black registration (44% ) 
and which Mr Reagan won by only 39,000 
votes. Mr Cavanagh's calculations lead 
him to conclude that “a Democratic presi- 
dential victory in 1984 is inconceivable 
without a high black turnout”. 

There are more than 18m blacks of 
voting age and of these around 11m are 
registered to vote. Black registration 
went up by about 1m between 1982 and 
1984. Community organisations have 
worked hard to get those 1m into the 
system. Yet the Democratic party organi- 
sation has so far done curiously little to 
help itself. Time is fast running out. 

There has been plenty of talk over the 
past year about the Democrats' treasure 
trove of unregistered potential support- 
ers: blacks, hispanics, women. The fact is 
that the Republican party is far ahead in 
the registration race. The JCPS-Gallup 
poll, which questioned whites as well as 
blacks, discovered that 68% of the newly 
registered white majority supports Mr 
Reagan against only 26% for Mr Mon- 
dale. The Democratic national committee 
says that this is inevitable: the Republican 
party started with a lot more money 


available for registration drives and, 
above all, did not have to endure a 
punishing primary campaign. The Demo- 
cratic party, pulling itself together at last, 
is now in the middle of a campaign to try 
to raise $3m-5m through direct mail, 


individual contributions and various 
fund-raising activities. 

Some of the money has already come in 
and is being dispatched to selected state 
parties. But it is now a bare four weeks 
from October 6th, which is the cut-off 
date for registration in nearly all the 
states. A gala mobilisation effort is 
planned for October 4th, two days before 
the deadline. 

A shortage of money is less damaging 
to the Democrats' registration hopes than 
a shortage of inspiration. The inspiration- 
provider is, of course, the Rev. Jess 
Jackson: his ability to get out the black 
vote is an unquestionable bonus for the 
Mondale campaign. Yet, ever since the 
San Francisco convention, the bargaining 
process between the Mondale campaign 
and Mr Jackson has been dilatory, trivial 
and irritable. The two men met at last on 
August 28th at Mr Mondale's home in 
Minnesota, and Mr Jackson pledged his 
support to the campaign. Mr Jackson's 
words were warm and binding: his man- 
ner was cool. 

From Mr Jackson's point of view that 
makes sense. He has not revealed his 
post-election plans but it is logical to 
suppose that, at this stage, Mr Mondale 
probably needs Mr Jackson more than Mr 
Jackson needs Mr Mondale. Mr Jackson's 
pulling-power in getting out the black 
vote is essential to the Democratic tick- 
et—though the Democratic policy plan- 
ners have to weigh this against the white 
backlash to Mr Jackson's endorsement. 
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The black leader, who has committed 
himself to support Mr Mondale “with 
great fervour”, is preparing to embark on 
a southern registration drive largely fi- 
nanced by his own organisation. Yet he 
has preserved the impression of ambiva- 
lence; his activist supporters need not be 
disillusioned with him. He has, for in- 
stance, reserved his right to criticise Mr 
Mondale when he disagrees with him: 1 
have not taken the vow of silence or put 
anaesthetic to my conscience” he said. 

The negotiations between the Jackson 
and Mondale campaigns have been repre- 
sented as a bargaining business, involving 
concessions: whether senior Jackson 
men, for instance, should be incorporated 
into the Mondale campaign (several now 
have been). Many black leaders are irri- 
tated by this approach. Concessions to 
„individuals, they say, are not the point: 
_ he question is whether Mr Mondale is 
prepared to take up the sort of campaign 
issues that might entice potential black 
voters to the registration booths. These 
are not all domestic issues, concerned 
with “fairness”; for example, in his walk 
in the Minnesota woods with Mr Mon- 
dale, Mr Jackson is believed to have 
suggested that a major speech condemn- 
ing South Africa's apartheid policies 
might help to crack the boredom of so 
many blacks with the Democratic party. 
On the domestic front, Mr Mondale dis- 
appointed a large group of black leaders, 
who followed Mr Jackson in pledging 
their support to the campaign last week, 
by reaffirming that he would not attack 
high black unemployment by pledging à 
specific sum to a federal job-creation 
programme. 

The divisions between activist and es- 
tablishment black leaders long predated 

Mr Jackson's political emergence but his 
Beampaizn, by heightening black expecta- 
tions, has increased the impatience with 
establishment methods. This unease 
could affect several congressional con- 
tests, particularly in the south. The nota- 
ble instance is Mississippi, where Mr 
Johnnie Walls, a black lawyer from 
Greenville and chairman of the Demo- 
cratic party in Washington county, could 
dish Democratic chances of gaining a 
senate seat by running as an independent 
and splitting the black vote in a state 
where nearly a third of the adult popula- 
tion is black. 

Mr Walls, who heads a body called the 
Black Independent Democratic Caucus, 
had to register his candidacy by Friday, 
September 7th: at mid-week the odds 
were that he would run. He had said that 
his decision would be affected by the state 
party's response to a list of '7 demands, 
which included the demand tı t blacks be 
appointed to positions of pov `. such as 
judgeships. He received a smc 1 answer 
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from the state Democratic chairman say- 
ing that the party was alive to many of Mr 
Walls's concerns; it would need more 
than that—a word or two from Mr Jack- 
son?—to deter him from going ahead 
with his plans. 

The divisions in black political attitudes 
are still marginal. The JCPS-Gallup poll 
highlighted the consistency of the black 
voting pattern, cutting across lines of 
geography, wealth and sex. Yet, not 
surprisingly, the poll showed younger 
blacks less enthusiastic about Mr Mon- 
dale than were their elders. The challenge 
for Mr Mondale is to capture a little bit of 
the enthusiasm. If he does not, even Mr 
Jackson's best efforts, if he gives of his 
best, will not in the next four weeks 
defeat the lethargy of years. 


Union bargaining 
In a cold climate 


NEW YORK 


Though Labour Day brought yet more 
obituaries for the American labour move- 
ment, several large unions are limbering 
up for a fight over pay and jobs. The 
United Autoworkers union (UAW) is 
negotiating new three-year contracts cov- 
ering 464,000 workers at General Motors 
and Ford to replace agreements which 
run out on September 14th. The United 
Mine Workers union has yet to agree on a 
new pact with the coal companies to 
replace a contract expiring on September 
30th. In the public sector the post office 
and the three unions which represent over 
600,000 of its workers will try again to 
reach an agreement on pay after Septem- 
ber 13th. 


Not asking for much but their jobs 


AMERICAN SURVEY 


The UAW says that job security is its 
top priority, though union leaders are 
under pressure to win pay rises too. The 
union's membership in the car industry is 
23% below its peak in 1978-79 and unlike- 
ly ever to rise again. But demand for cars 
is strong and profits are, for the moment, 
high: GM had net profits of $3.2 billion in 
the first half of this year, Ford $1.8 
billion. Managers encouraged high pay 
demands from their workers by paying 
themselves huge bonuses early this year. 

Ford and GM opened the skirmish by 
saying that they would add nothing to 
basic wages, increasing pay only through 
cost of living allowances now worth $3 an 
hour and (at Ford) more profit sharing. 
Ford argues that if its workers stay on the 
job and profits remain for the rest of the 
year at their level in the first six months of 
1984, each worker will get four times the 
average of $440 paid out of last year’s 
profits. Both companies, however, are 
expected to make an offer on pay as soon 
as serious negotiations begin. 

With $563m in its strike fund, the 
UAW can support a strike lasting five 
weeks against both companies or perhaps 
10 weeks against either GM or Ford. The 
union usually takes on one at a time, but 
differences of opinion inside the union 
about the relative importance of job secu- 
rity or pay have made it harder for the 
UAW's new leader, Mr Owen Bieber, to 
settle on a firm strategy. 

Talks between employers and mining 
and postal workers have stalled. The 
miners, like the carworkers, have a new 
leader, Mr Rich Trumka, who needs to 
prove himself to radicals in the union 
while avoiding pay demands which could 
price his members out of their jobs. Of 
the 160,000 of the union’s members cov- 





ered by talks with coal companies, 55,000 
are still laid off. 
Both miners and carworkers could well 


` be out on strike by the end of the month. 
` Postal workers are forbidden by law to 


strike. Unless the post office and its 
workers can agree within 45 days of 


| 1 resuming bargaining in mid-September, 
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their dispute will go to arbitration. 
Organised labour has yet to recover 


— from the steep decline in its power in 


recent years because industries with 
strong unions have done badly compared 
with the rest of the economy, and there 
was until recently plenty of slack in the 
labour market. Employment in manufac- 
turing rose by 6.5% in the year to this 
July, but is still 6% below its peak in 1979. 
About 6.4m jobs have been created in 
America since December, 1982, yet real 
hourly compensation (wages plus bene- 
fits) is still below its peak in 1978. 

Wage increases are still moderate. Av- 
erage hourly earnings in July were 4% 
higher than a year earlier, and labour 
contracts signed in the first half of this 
year, covering 834,000 workers, add less 
than 3% each year to workers’ pay over 
the life of these contracts, or 4% with 
fringe benefits. With some assurances on 
jobs, that could be enough to keep the 
UAW happy. 


Hospitals 


A bad attack of 
competition 


NEW ORLEANS 


If hospital charges are a bit steep, shop 
around. Although all is well with the 
hospital chains that are owned by inves- 
tors, 90% of American hospital beds are 
in individual hospitals that are not run for 
profit and this group is finding the eco- 
nomic climate exceedingly hostile. To 
survive, hospitals will need to adapt to the 


` reduced demand for beds and to radical 


changes in the way they are paid. 

A study made public in August, con- 
ducted jointly by the American College of 
Hospital Administrators and manage- 
ment consultants, says that within the 
next decade as many as a third of all the 
individual hospitals may fail. They will be 
displaced, according to the study, by 
health-care networks that benefit from 
important economies of scale, such as 
bulk-buying of supplies and the efficient 
use of high technology. 

Over four fifths of the hospital bills in 
the United States are paid not by the 
patient but by insurance companies and 
by the state and federal governments. 
Since 1965 the costs of the Medicare 
programme, which is for elderly insured 
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A patron saint for California 


As if church and state were not suffi- 
ciently entangled on the national level, 
California—that sink of materialism and 
symbol of hedonism—now wants a prop- 
er saint to call its own. The candidate is 
Fr Junipero Serra, an eighteenth-century 
Franciscan who brought God to the west 
coast with a string of 21 missions set up 
to convert the Indians. The California 
legislature and the state’s congressmen 
have already petitioned Rome in his 
favour. 

The indomitable friar, limping along 
in his grey homespun habit and sandals, 
is one of the most popular figures in 
Californian history; his image appears 
and reappears in children’s history 
books, in churches and schools and con- 
vents, and in the grounds of the state 
capitol in Sacramento. He has come to 
symbolise heroic fortitude, the courage 
of sticking it out in California when the 
Spanish civil authorities thought they 
might do better to pull out and go home; 
and so, in the eyes of those who champi- 
on his cause, he well deserves to be made 
a saint. 

But it is a tricky process to become a 
saint these days. It requires, first of all, 
exhaustive evidence of virtue, and ulti- 
mately proof that the intercession of Fr 
Serra has wrought miracles. The Francis- 
can order, which still has a lively pres- 
ence in California, is managing the re- 
search and has already sent some 10,000 
pages of documents, gathered over 30 
years, to the Sacred Congregation for 
the Causes of Saints in Rome. 

The evidence includes interviews with 
about 200 descendants of Indians con- 
verted in the missions. These have a 
particular interest. Many historians look 
askance at the methods of the missionar- 
ies, which imposed European social stan- 
dards on the Indians and forced them, in 
the name of discipline and godliness, to 
lead a life of virtual serfdom, unhappi- 
ness and disease. But this was not Fr 
Serra’s style. He did not baptise a single 
Indian until he had been two years in 
California, and he always stressed that 


people and which is paid for mainly by the 
federal government, have soared to $65 
billion a year. Medicare supplies the 
hospitals with 37% of their revenues. 

So when Medicare changes course, as it 
recently has, the hospitals tremble. Last 
October Medicare began to alter its sys- 
tem of payments. Since September Ist, 
3,700 community hospitals have not been 
reimbursed for the full cost of their ser- 
vices, as they had since Medicare began, 
but have been receiving a fixed fee for 
each patient that is fixed chiefly by the 
illness he has been treated for. Each 
human ailment has been assigned by 
Medicare to a diagnosis-related group 


SAN FRANCISCO 


conversion should be voluntary. He even 
criticised the harsh treatment of the 
Indians by the civil arm, making the 
arduous trip to Mexico City to obtain 
from the provincial governor a list of 32 
guarantees of protection for the natives. 
Another oddity of the Serra style was 
public self-flagellation. In his sermons, 
from time to time as he warmed to his 
theme of repentance, Fr Serra would cut 
his chest with a stone or hold a candle 
against his flesh. One writer thought this 
proof that he was "driven by inner 
torments and by a quest for personal 
martyrdom". Fr Serra's modern spon- 
sors hope that Rome will take a kindly 
view of it, bearing in mind that he would 
have picked up this practice in Mallorca, 
in the Balearics, where he was born. 
They wonder, too, whether the pope 





Where Serra trod, computers grow 


might make a detour from his trip to 
Canada to visit the state that Serra so 
painstakingly colonised for God two cen- 
turies ago. It is unlikely, to say the least. 
But miracles do happen, after all. 


(DRG). In all there are 467 of these. Any 
difference between a hospital's costs and 
its DRG-based payments is its own re- 
sponsibility, whether it brings profits or 
losses. 

Other big health-care providers are 
also growing stingy. Employers, for ex- 
ample, have begun to realise that they can 
control, at least in part, the cost of 
keeping their employees healthy. Park- 
side Medical Services of Chicago will, for 
a fee, manage expenditures on health 
care for employers. In one case it claims 
to have reduced the amount of surgery 
required by employees by 17%. Between 
April and June demand for its services 
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16 American Hospital As- 
decidedly businesslike. Ac- 
Is offered new software spe- 
sed to monitor hospital costs. 

_ AS one veteran consultant put it, **prod- 
. uct costing has now arrived". 

_. If hospitals manage to become more 
_ frugal, the length of stays in them may 
_ well be reduced. This means that cutting 
. costs will not, by itself, make their bal- 
- ance sheets healthy. They will also have 
-to attract more patients. That, in turn, 

. means that hospitals must concern them- 
` selves with marketing their services. The 
:.530-bed Alton Ochsner medical complex 
in New Orleans, Louisiana, has taken to 
building. primary-care centres: in places 
. far from the hospital. Recently the fam- 
: ous Mayo clinic in Ohio announced that it 
.had created branch clinics in Phoenix, 

* Arizona, 1 Florida. Gen- 
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HMOs and PPOs are more Easily sold by 
multi-centred hospitals because they as- 
pire to attract patients who, though they 
may share a common insurer, are often 
spread right across a state. 

Within the Ochsner clinic doctors and 
the hospital share the financial risks and 
rewards. Unlike most clinics, Ochsner is a 
partnership. So it is free of one of the 


most serious difficulties faced by hospitals | 


as they struggle to stay afloat. 


Doctors, by and large, practise ub 


pendently and do not share the financial 
concerns of the hospitals they use. Yet 
hospital costs are largely controlled by 
doctors. It is they who order the tests and 


decide when their patients should be 


discharged. And it is not likely that most 
doctors will seek to share the risks of the 
hospitals um time soon. 


Airlines - 


. Rationing i in the 
Sky 


Fora full working week, from September 





5th to September 10th, representatives of 


about 100 airlines, foreign as well as 
domestic, have been meeting in Washing- 
ton to discuss the sacrifices it seems they 
have to make. The problem that has 
brought them together is the severe over- 
crowding of flights, particularly at six 
major American airports; Passengers are 


fuming as they wait for hours in airport 


lounges or, worse still, on the tarmac. 
Additional costs are caused to the air- 


ports and the airlines themselves. 


In July there were just under 40 000 
delayed take-offs,. more than twice as 
many as in July, 1983. Three quarters of 
them occurred in Chicago; Denver, At- 


lanta and New York's three big airports: 
| Kennedy, Newark and LaGuardia. Con- 
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- auction. This would mean higher charges 
` for those who insist on flying at a popular 
- time and, perhaps, cheaper tickets for 
- those who do not. 


But, for the moment, the preferred 


` remedy is self-regulation. This is an ironic 


— turn, since it was the deregulation of the 
— airlines in 1978, coupled with the great 


A d 


increase in traffic as the recession waned, 


` that is responsible for the present imbro- 
- glio. Since the deregulation act was 
` passed, 87 new interstate airlines have 


begun offering scheduled services. As 
soon as the FAA relaxed the limits it had 
imposed after the 1981 strike, the airlines 


- rushed to reschedule their flights at the 
- most popular hours. Deregulation also 


paved the way for the hub and spoke 


- system. It is extremely convenient to fly 
- people to a hub—say Atlanta—where 
— — they can get connections to outlying cit- 


ies. The airline then picks up people from 
those cities who want to take the return 


` flight. But this may well mean 40 aircraft 
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descending on the hub and taking off 
again within an hour. 

If the airlines manage to spread flights 
more evenly throughout the day, and 
night, the change will last for only a year. 
Last month the head of the FAA, Mr 


` Donald Engen, promised that it would 


use the time to centralise policy-making 
and to improve software to predict and 
deal with air traffic jams. Sometime this 
month it means to decide whether to 
increase the number of air traffic control- 
lers. However, the real electronic marvels 


| __ that may be able to cope with the weather 


problems that the FAA says cause the 
majority of delays will not be available for 
at least a decade. A recent report from 
the office of technology assessment hints 
that, as more and more people take to the 
air, the problem at major metropolitan 
airports that cannot expand may never be 
solved—at least without some govern- 
ment control. 
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Water 


Let seeping pools 


lie 


Almost all Americans rely for their water 
on wells, public or private, drilled down 
into water-carrying rock formations 
known as aquifers. In country areas, 80% 
of the population uses a well. Depen- 
dence on ground water is a feature not 
only of the dry west but of such wet and 
well-rained-on regions as the south-east: 
Florida relies on ground water for 90% of 
its supply. Ground water is generally 
abundant, easy to get at and cheap. In 
fact, it is so much taken for granted that 
only in recent years have people begun to 
wonder whether it might run out or 
whether there might be anything wrong 
with it; and, if so, whether the govern- 
ment ought to protect it. 

The various federal clean water acts of 
the 1970s dealt essentially with surface 
water, in which rusting barrels of toxic 
waste or dead dogs or gasping fish are 
easily visible to the naked eye. It was 
assumed that water underground was not 
contaminated, or not to any extent that 
mattered. More recent reports have given 
the lie to that. In the countryside, two 
thirds of the populace are said to be 
drinking well water that probably con- 
tains more bacteria and trace elements 
than they would care to know about. 
More than a quarter of these wells have a 
level of infection that would close a public 
beach if it were found there. In Phoenix, 
Arizona, where the aquifer is being 
steadily depleted by overdrawing, a state 
hydrologist has described the water sup- 
ply as so contaminated that treated efflu- 
ent would be refreshing by comparison. 

The list goes on. There are, dotted 
about the country, about 180,000 land- 
fills, pits and ponds which are seeping 
their contents slowly towards or into the 
aquifers. Many of these have been in 
existence since before the 1976 toxic 
waste law and so if they leak, they leak; 
only those pits built since the act are 
closed if they let the nastiness out. Once 
in the aquifers, the plumes of waste creep 
about laterally underground. There they 
join up with, among other things, the 
oozings of about 500,000 leaking under- 
ground petrol tanks. In all, there is con- 
tamination to some degree in 20% of the 
nation’s underground water supplies and 
in 45% of the water piped from under- 
ground to the largest cities. 

Who should deal with this? Not the 
federal government, according to rules 
issued, after years of delay, on August 
30th; its business is merely to set basic 
water standards and to offer technical 


^J 


assistance. The rules specify what sort of 


protection, ranging from stringent (for 
fragile supplies used by a great many 
people) to lax (for supplies already badly 
contaminated, which may be writtten off) 
should be given to water supplies; but 
they make no additions to existing laws 
and offer no more money. If communities 
want to clean their drinking-water, it is up 
to them. 

Many communities agree with that in 
principle. State officials have complained 
to Washington, in the past, that a national 
system of ground water protection would 
ignore geographical differences and even 
different ideas about what a glass of water 
ought to taste like. They want to manage 
their water themselves. On the other 
hand, they have neither the staff nor the 
money to make laborious testings and 
monitorings of water. When contamina-- 
tion becomes obvious at the turn of a tap 
or when the water level in the wells starts 
dropping too fast (it is going down by 
about six feet a year in both Tucson, 
Arizona and Tupelo, Mississippi), the 
city fathers have to scratch around as best 
they can to find new wells; it is usually too 
costly either to attempt a clean-up, if 
anybody knew how, or to build a reser- 
voir to pipe in surface water. In Tucson, 
20 new city wells were drilled up against 
the fence of an Indian reservation, which 
soon found its own wells were dry as 
bones. 

Even the one small federal trespass into 
states' rights, the setting of a national 
standard for safe water, is a half-hearted 
device. Water in community systems is 
supposed to be screened for 18 chemicals, 
but this rule does not apply to wells 
which, originally built for one household, 
now serve up to 40 in the fastest-growing 
areas. These small multiple wells have the. 
highest level of pollution, about 40%, i 
the country. And as for 18 harmful chemi- 
cals, Florida, which has made the bravest 
attempt at a water protection law, has 
specified 127 for which, in its opinion, 
water ought to be tested if money were no 
object. 

In cases of obvious emergency, as at 
Love Canal in New York, the federal 
government can act fairly quickly and 
generously to deal with contaminated 
water supplies. This emergency caretaker 
role is the one it prefers to have. Environ- 
mentalists may keep sounding the alarm 
about unsafe ground water, but official- 
dom at any level will not be mobilised 
until an actual shortage, or actual ill 
effects, require it. Until then, what the 
eye does not see the heart does not grieve 
over. A panel of tasters recently gave 
second prize in a national water contest to 
a glass of water from Miami, where 
washings from industrial drums go into an 
unlined pit 750 feet from the supply. 


THE ECONOMIST SEPTEMBER 8, 1984 


Seu stevens & Clark—Investment Manager. 


corporation - 


i International : 


pue PAN Brothers hé 


‘ikko Securities Co. ` Nomura 
۱ ee international, Ine ّ‌ّ‌ A 
Becker Paribas — Alex, Brown & Sons 
7 Incorporated ——— Incorporated ۱ T oq 
Dillon, Read & Co. Inc. Donaldson, Lufkin & Jenrette 
un o ee | Securities Corporation —— 
^ phimüsd ^^ oO KD du a 
. Samuel Montagu & Co,  - Paine Webber: 


Limited — 2 © 2o . Incorporated 


_ J. Henry Schroder . . Smith Barney, Harris Uph 


۳9 مر‎ Incorporated 
. Yamaichi International: 





The world's greatest database 
isnow in your part of the world. 


peque بز‎ 


: - un "s 2. C 
CECE 
E a = 


z 
5 d 3 $T 
"- > ۳ 
5 * 
i 48 .8— B... ~s 5 | 
ne 
v4 


M e aur NGC eee EN 
E ea alee AL 














The world's largest, online, full- London to The New York Times, international trade, the Euro- Simply ask the computer the 
text database is now only a from Business Week to Forbes, pean Community, taxation, words or subject you're looking 
phone call away. If you need from Platt's Oilgram News intellectual property and more. for. In seconds you get the ex- 
legal, business, scientific or to Mining Journal, from the Plus the full text of every U.S. act text which you can print out 
general information, this is the | Associated Press to Jiji Press. patent since 1975—a unique from the original publications. 
best news you have had in a You get the full text of storehouse of information. Find out more about the 
long time. American, English and A phone call—in most intelligence service no modern 
Mead Data Central's French statutes, statutory cases a local call—con- business can afford to be with- 
LEXIS*/NEXIS* database instruments and court nects your personal out. Write or call Tony Sharp, 


computer or termi- Mead Data Central Interna- 
nal to the informa- tional, 1 St. Katharines Way, 
tion you need. London EC1 9UN 01-404-4097. 


delivers to you the full text of cases. You also get 
over 100 publications ranging specialized legal 
from the Financial Times of information on 


© 1964 Mead Corporation 


EUROPE 





A funny thing happened to 
Honecker' trip west 


After weeks of uncertainty, the East 
German leader, Mr Erich Honecker, has 
bowed to Russian pressure. On Septem- 
ber 4th he let it be known that he would 
ot, after all, be making his planned five- 
B- trip to West Germany at the end of 
this month. This already-once-postponed 
visit, which would have been the first ever 
by an East German leader to West Ger- 
many, has taken on almost too much 
symbolic freight since it was first suggest- 
ed three years ago. 

Mr Honecker hoped it would confirm 
his standing as a leader to be reckoned 
with. It had become a possibly overvalued 
token of the two Germanies’ micro-de- 
tente that, until this fuss, was insulated 
from the east-west macro-chill. And once 
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THE ECONOMIST SEPTEMBER 8, 1984 


the Russians made it plain to Mr Hon- 
ecker that he should not go, the visit 
became a test of will between the Soviet 
Union and its hitherto loyal east Europe- 
an ally. Not unnaturally, the Russians 
won. The surprise is that they had to fight 
so long, and so openly, to get their way. 

The East Germans have, predictably but 
without great conviction, blamed West 
Germany. Their representative in Bonn, 
Mr Ewald Moldt, decried “unseemly” 
controversy about the visit in West Germa- 
ny. The East Germans cited unflattering 
comments by colleagues of the West 
German chancellor, Mr Helmut Kohl. 

The statement by Mr Alfred Dregger, 
the parliamentary leader of Mr Kohl's 
Christian Democratic party, that West 
Germany's future did not depend on 
whether “Mr Honecker pays us the hon- 
our of a visit", irked them in particular, 
or so they claim. They also professed to 
be upset that on September 2nd Mr Kohl 
addressed the annual gathering of Ger- 
man refugees from the Soviet block. The 
East Germans should blush at their feeble 
excuses: Russian opposition to the visit, 
expressed publicly in Pravda since the end 
of July, was undisguised. 

Yet Mr Honecker still seemed deter- 
mined to proceed. Preparations for his 
trip went on. Officials drafted a final 
communiqué for the two leaders. The 
cancellation came at the last practical 
moment. Mr Honecker may have thought 
he had enough supporters in Moscow to 
keep his bags for his native Saarland 
packed. The Russian leader, Mr Kon- 
stantin Chernenko, was, after all, thought 
to be sympathetic. 

When the West German foreign minis- 
ter, Mr Hans-Dietrich Genscher, visited 
Moscow last May, he invited Mr Cher- 
nenko to visit West Germany before the 
end of the year. Mr Chernenko apparently 
replied, in Russian, that he would be 
delighted, only for Mr Andrei Gromyko, 
the Soviet foreign minister, to whisper an 
instruction to the interpreter to say that 
such a trip would be impossible. Mr 
Honecker presumably did not have to rely 
only on such gossip to conclude that he had 


strong, though not invincible, supporters 
inside the Kremlin. What even they may 
have accepted—and persuaded Mr Hon- 
ecker to accept—was that this was not the 
moment for East Germany to break ranks. _ 

Victory for the hardliners in Moscow, if _ 
such it was, came at a price. Viewed 
dispassionately, micro-detente between 
the Germanies has much, by helping East 
Germany, to offer the Russians: econom- 
ic benefits for East Germany, a safety 
valve for restless East Germans, and a 
gentle wooing of West Germans alarmed 
by the new cold war. To ask the Russians 
of Mr Gromyko’s generation to gaze 
coolly on the Germanies is admittedly to 
ask a lot: they do not disbelieve every- 
thing their press says about West German 
revanchism. Yet it marks the depth of 
Russia's defensive sulk in foreign policy 
so to misread its apparent interests. 

Less obvious a cause for Soviet regret is 
the embarrassment to Mr Honecker. 
Some Russians may even have rather 
relished his humiliation. He is trying to 
retreat as gracefully as any man can who 
has just had his trousers removed in 
public. The East Germans have left it- 
open that the trip might be rescheduled, 
although there is no early chance of this. 

Their official statements are milder 
than when they broke off preparations for 
a West German visit by Mr Honecker last 
year, after a border incident and amid the 
campaign against Nato's deployment of 
Euromissiles. Mr Moldt sensibly indicat- 
ed that the two Germanies still had a fair 
amount to discuss, even if talks will now 
be at a lower level. 

That would be some comfort for Mr 
Kohl. Mr Honecker's visit was to have 
crowned the West German chancellor's 
hitherto successful policy of limiting the 
fallout that threatened to follow the de- 
ployment of American nuclear hardware 
on West German territory. Instead, he 
now finds himself under fire from the 
Social Democrats for his clumsy handling 
of the affair. The opposition blames Mr 
Kohl for letting members of his own party 
make the statements that provided the 
East Germans with a ready excuse. 

But Mr Kohl’s problems are not as 
great as Mr Honecker's. Attacks by the 
chancellor's opponents are unlikely to 
shake the conviction that the blame really 
lies with the Russians. The main prize has 
eluded him for the time being, although 
visits to West Germany by other east 
Europeans should give him some consola- 
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tion—providing the Russians do not scut- 
tle their travel plans, too. Bulgaria’s lead- 
er, Mr Todor Zhivkov, is due to arrive on 
September 20th, and Rumania’s Presi- 
dent Nicolae Ceausescu next month. 

Mr Honecker’s decision not to visit 
West Germany may be a disappointment 
for Mr Kohl. Yet it need not spell the end 
to modest improvement in relations with 
East Germany. 


Austria 


The pragmatists 


move in 


FROM A VIENNA 





Mr Bruno Kreisky, the former Austrian 
chancellor and Socialist party leader, 
must be wondering whether Mr Fred 
Sinowatz was the right choice as his 
successor. In his cabinet reshuffle this 
week, Mr Sinowatz has dropped four 
ministers closely associated with Mr 
Kreisky and recast the cabinet in his own 
image with the appointment of four peo- 
ple from the moderate right wing of the 


party. 

Since the Socialist-led coalition govern- 
ment took office in May, 1983, the chan- 
cellor has been plagued by bickering 
within the party and the government— 
much of it fuelled from the sidelines by 
Mr Kreisky. At times the government has 
seemed to lose its sense of direction. If it 
fails to get back on track now, Mr 
Sinowatz will have himself to blame. 

The most important appointment is 
that of Mr Franz Vranitzky as finance 





minister. He replaces Mr Herbert 
Salcher, who had caused a rumpus by 
reviving allegations of tax evasion against 
his predecessor and former vice-chancel- 
lor, Mr Hannes Androsch. Mr Leopold 
Gratz goes to foreign affairs, Mrs Ger- 
trude Fróhlich-Sandner is minister for the 
family, and Mr Ferdinand Lacina heads 
the enlarged ministry of transport and the 
nationalised industries. 

Mr Vranitzky's appointment has been 
well received by the business community. 
A protégé of the influential Mr An- 
drosch, he describes himself as an “‘ex- 
pert" not a politician. He has been a 
successful head of the Osterreichische 
Landerbank, the country's second biggest 
nationalised bank, Mr Vranitzky will 
have to tackle Austria's budget deficit, 
which stood at Sch65.5 billion ($3.2 bil- 
lion) last year. Time is against him: he has 
barely a month in which to prepare his 
first budget. He is expected to undertake 
substantial tax reforms, which Mr Salcher 
failed to do. 

Mr Leopold Gratz, formerly mayor of 
Vienna, will probably make a flexible 
foreign minister. In some quarters he is 
billed as a possible successor to President 
Rudolf Kirchschláger. His appointment 
could bring about an improvement in 
relations with America, which have been 
less than satisfactory largely because of a 
relaxed approach in dealings with tech- 
nology transfers to the Soviet Union and 
its allies. 

Mr Lacina is a pragmatist. He will have 
to deal with the state railways’ huge 
deficit; but, coming from the trade 
unions, he is unlikely to recommend 
wholesale redundancies and closures in 
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the nationalised industries. 

What Mr Kreisky is making of all this, 
nobody but he really knows. There has 
been an unusual and eloquent silence 
from Marbella where he is taking a long 
and deserved holiday. 


Greece 


No small challenge 


FROM OUR ATHENS 


What brought the Greek socialists tc 
power in 1981 was the promise of change 
and the attraction of Mr Andreas Papan- 
dreou. Three years later, there is little 
change to be seen. And the emergence ol 
Mr Constantine Mitsotakis as a leader ol 
the opposition now threatens to challenge 
Mr Papandreou's personal appeal. The 
six-foot-four Cretan liberal (known a. 
"the tall one") is an articulate orator with 
nerves of steel. 

Mr Mitsotakis succeeds Mr Evanghelos 
Averoff (who had resigned because of old 
age) as leader of the main opposition 
party in Greece, the New Democracy. He 
beat the unobtrusive and more conserva- 
tive Mr Constantine Stefanopoulos by 70 
votes to 41. The margin of his victory 
showed that the party, demoralised by 
losing power, wants the sort of strong 
leadership offered by its founder, Mt 
Constantine Karamanlis, now the coun- 
try's president. Mr Mitsotakis is seen as 
somebody who will stand up to Mr Papan- 
dreou and use his down-to-earth logic to 
burst the prime minister's high-flown rhe- 
torical balloons. 

Fierce rivalry already exists between 
the two men. They first came into conflict 
some 20 years ago, as they vied for 
influence within the Centre Union, the 
party of George Papandreou, Andreas's 
late father. In 1965 Mr Mitsotakis led a 
large-scale defection that brought down 
the centre government and won him the 
lasting hatred of Andreas Papandreou. 
On Sunday Mr Papandreou compared Mr 
Mitsotakis to Ephialtes, the fifth-century 
BC traitor who helped the Persians at 
Thermopylae, and called him a lackey of 
the big monopolies. 

Some observers took the attack as the 
beginning of an election campaign. Elec- 
tions are not due for another 13 months, 
but by choosing to hold them early Mr 
Papandreou would deny Mr Mitsotakis 
time to consolidate his own position as 
leader, to reorganise the party, and above 
all to enhance its appeal to voters of the 
centre as Greece’s economy stumbles. 

It is the centrists who, disillusioned by 
the socialists’ performance, might give 
New Democracy a victory at the polls. 
The European elections in June showed 
that power is likely to belong to whoever 
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` Jt has been the dream of generations 
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tive. Instead, over the years, this histori- - 


cal site became. the gate to a run-down 
industrial district of blacksmiths, work- 
shops and junkyards, noted only for its 
monumental traffic jams. 








In an interview published by Pravda on 
September 2nd, President Konstantin 
Chernenko expressed pessimism about 


the chances of talks on space weapons - 


starting on schedule in Vienna on. Sep- 
tember 18th. But he did cause a brief 
flutter of excitement in the west by hint- 
ing that if the Americans were to accept 
Soviet preconditions for the space talks— 
a moratorium on both anti-satellite and 
ballistic-missile-defence testing while the 
talks were going on—then the Russians 
would not only talk about space, but 
might also resume the stalled negotiations 
on strategic nuclear weapons. 

However, the Soviet foreign minister, 
Mr Andrei Gromyko, moved quickly to 
quash speculation that the Russians might 
be softening their position. His press 
spokesman, Mr . Vladimir Lomeiko, 
called in the western press corps on 
Monday to declare that the Vienna talks 
were "impossible". He then "clarified" 
the president’s comments on nuclear- 
weapons talks sufficiently to eliminate 
any hint of flexibility. 

Mr Lomeiko reiterated Moscow's insis- 
tence on the withdrawal of American 


cruise and Pershing-2 missiles from Eu- 


rope before nuclear arms talks can start — 
a demand Mr Chernenko had omitted. 
He “interpreted” the president’s remarks 
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Follow-the-leader 


Communist leaders have never had to 
worry much about the ballot box, but 
they have every reason to fear the hospi- 
tal bed. Take Mr Yumzhagin Tsedenbal, 
who has been in power in Mongolia since 
1952. Without much warning, he was 
relieved of his posts of party chief and 
president for “health reasons" last 
month. Lacking a formal mechanism for 
succession, ruling communist parties 
usually have to wait for their leaders to 
die or be forcibly ousted before power 
can change hands. In sickness or in 
health, several of eastern Europe's vet- 
eran leaders are likely to be replaced 
before long. 

Apart from Poland's General Woj- 
ciech Jaruzelski and Rumania's Nicolae 
Ceausescu, these leaders are all in their 
70s. Four out of seven have been in 
power for 15 years or more. (That does 
not include the longest-serving of all 
communist leaders, Mr Enver Hoxha of 
Albania, which spun out of the Russian 
orbit in 1961. He has been in power for 
40 years.) 

There are no rules for succession in 
the Soviet block. Telling factors for 
would-be leaders can be their power 
base in the party, their age and experi- 
ence, and their standing with the security 
forces and, of course, with the Russians. 
But conditions in each country are 
different. 

Change may come soonest where it 
came last—in the Soviet Union. Presi- 
dent Konstantin Chernenko, who will be 
73 this month, had been suffering from 
Andropovitis (prolonged absence from 
public view) before he reappeared this 
week. Despite the president's renewed 
visibility, few observers are convinced by 
the official line that nothing is amiss. Not 
only does Mr Chernenko have emphyse- 
ma, a lung disease. According to Mos- 
cow gossip, the president suffered a mild 
heart attack after leaving for his summer 
holiday in the Crimea seven weeks ago. 

Waiting to take over are two younger 
men, Mr Mikhail Gorbachev (53) and 
Mr Grigori Romanov (61), both of 
whom combine the powerful post of 
secretary to the party’s central commit- 
tee with membership of the politburo. 
Mr Gorbachev is widely spoken of in the 
west as the number two in the Kremlin, 
but favourites for succession often 
stumble. 

Mr Todor Zhivkov of Bulgaria also 
celebrates his 73rd birthday this month. 
He took over as party leader in 1954. His 
authority has not been seriously threat- 
ened since an abortive army conspiracy 
in 1965. Any successor is likely to be, 
like Mr Zhivkov, completely acceptable 
to the Russians. Possible candidates are 
Mr Milko Balev (64), the head of Mr 
Zhivkov's private office, and the prime 
minister, Mr Grisha Filipov (65). The 


prospects for younger technocrats like 
Mr Ognyan Doynov and the rising star, 
Mr Chudomir Alexandrov, will improve 
the longer Mr Zhivkov stays. 

In Czechoslovakia, the trick will be to 
balance the rival claims of Czechs and 
Slovaks. Both Mr Gustav Husak, and the 
man he replaced, Mr Alexander Dub- 
cek, moved to the top of the federal 
party after leading its Slovak wing. The 
Czechs would surely like to see one of 
their men, perhaps the experienced Mr 
Milos Jakes (62), get the party leader's 
job. If one did, and if the prime minister, 
Mr Lubomir Strougal, who is also Czech, 
stayed on, the Slovaks might have to 
content themselves with the presidency. 
The Slovak with the best chances of 
taking over as federal party leader is the 
hardline ideologist, Mr Vasil Bilak. 

Having disappointed the Russians, 
East Germany's Walter Ulbricht lost his 
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job to Mr Erich Honecker in 1971. With 
luck, Mr Honecker can avoid a similar 
fate, despite Russian disgruntlement 
with his policy towards West Germany, 
and the loss of face he has suffered this 
week. In May, Mr Honecker, strength- 
ened his hand in a politburo reshuffle. 
The longer his term—his health seems 
robust enough—the better the chances 
become for 47-year-old Mr Egon Krenz, 
a politburo member and a central com- 
mittee secretary. Like Mr Honecker, he 
has worked in youth affairs and security. 
Should Mr Honecker fall suddenly, the 
two men best placed to take over are the 
Berlin party boss, Mr Konrad Naumann, 
and the propaganda chief, Mr Joachim 
Herrmann, both in their mid-fifties. 


block, their ages and the 
date they came to power 


There are no obvious favourites for 
succession in Hungary and Poland, for 
very different reasons. Most Hungarians 
think Mr Janos Kadar has got the best 
deal he could for their country after its 
hammering in 1956. They do not like 
contemplating what might happen after 
he goes. Mr Kadar is also adept at 
ensuring that power is fairly evenly 
shared between the top party men. The 
two politburo members with good 
chances for the succession are Mr Karoly 
Nemeth (61), the man in charge of party 
organisation, and the Budapest party 
boss, Mr Laszlo Marothy (41). 

For the Poles, by contrast, succession 
has become almost routine. They are 
already on to their sixth party leader 
(and their third in four years), an east 
European record. However, the coun- 
try’s demoralisation and the party’s dis- 
order make it impossible to guess how 
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long General Jaruzelski might last and 
who might take his place when he goes. 

President Ceausescu of Rumania ap- 
pears to want to keep the job in the 
family. If he goes unexpectedly, his wife 
Elena, whose personality cult is second 
only to the president's own, might take 
over. The man being groomed for the 
job is their son and present party youth 
leader, Nicu, who used to be better 
known for his playboy antics than for his 
leadership qualities. But there is plenty 
of room for surprise in communist suc- 
cession struggles. In Rumania, oppo 
nents of the Ceausescus may decide that 
they have had enough of their first 
family—once cracks in the dynasty start 
to show. 
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۱ [3 - 1964, when, after savage fighting, the 
`. . Turkish minority took refuge in a number 
s ` of enclaves. In 1974, when an attempt was 
na made to unite the island with Greece, 
deu occupied most of its northern 





tomyko. 


` At last the efforts of the United Nations 
 "secretary-general, Mr Javier Perez de 
< Cuellar, to bring about talks between 
-= Greek and Turkish Cypriots look like 
. being rewarded. On September 10th in 


New York, he is due to have preliminary - 


ay discussions. with the Greek Cypriots’ 
- President Spyros Kyprianou and the 
Turkish Cypriots’ President Mr Rauf 
. Denktash, on the basis of a package of 


confidential proposals formulated by Mr 


Perez de Cuellar. ۱ 
. The two sides will not sit in the same 
room for these talks, because the Greek 
< Cypriots fear that would imply their ac- 
the knowledging the legitimacy of the Turk- 
| ish ( Cypr ate. The patient Mr Perez 
< and his tants will have to act as go- 
is something. even to have 
- got ۱ them into the same building. Mr 
` Perez presented both with his “working 
E points". a month ago, at separate meet- 
ngs in Vienna; but only on August 31st 
lid the two leaders agree to come to New 
| ‘ork, after a reluctant Mr Kyprianou had 
en strongly pressed to agree, both by 
'ece's President Constantin Karaman- 
san by the two Greek Cypriot Opposi- 
ion part ies—the right-wing National Ral- 








































dy and the communist Akel. | 
. The division of Cyprus goes: back: to 


half. Although a separate Turkish Cypri- 


G ek Cypriot part of the 
-sharing government was 
' recognised as the only 


| ven nment ofi Cyprus. The Turkish Cyp- 
. riots b 


ecame increasingly angry about this 





tussia's outlook on (and about the. many Greek appeals to 
rid. A majority: f senior party men 
ms bal ) py o seek refuge it n the 4و5‎ 


the United Nations for favourable resolu- 
tions); last November they proclaimed a 
republic of northern Cyprus— which still 
has no recognition except from Turkey. 


-The New York "proximity talks" will be 
the closest contact made since November | 


between the two sides. 
Against this unpromising background, 


i Mr. Perez has wisely concentrated on 


trying to get even a very small amount of 
dialogue started. It is understood that he 
has suggested, as a framework for discus- 
sion, the concept of a bizonal federal 
Cyprus that was accepted six years ago 
both by Mr Denktash and by the late 
Archbishop Makarios. But he has also 
sought to get the parties talking about 
some practical steps to ease the present 


situation—such as the reopening of Nico- 


sia airport, and the readmission of Greeks 
to part of the now Turkish-controlled city 
of Famagusta, in both cases under UN 
supervision. 


EEC enlargement 
Growing pains 


FROM OUR BRUSSELS CORRESPONDENT 


EEC foreign ministers met on September 
3rd for what was supposed to be a major 
step towards finishing off the long-run- 
ning entry negotiations with both Spain 
and Portugal. Despite the efforts of the 
Irish foreign misister, Mr Peter Barry, 
whose country holds the presidency of the 


.council of ministers, scant progress was 
made. A disappointed Mr Barry said after 


the talks that there was now no chance of 
meeting the official deadline for agree- 
ment of September 30th. 

The main reason for this failure was not 


۱ . difficulties with the Spanish and Portu- 


guese, but the inability of the 10 member 


' States to agree on proposals to put to the 
. two applicants. The most serious problem 
concerned olive oil and wine, where dis- 


agreement among the EEC countries is 


. blocking talks with Spain on everything to 
do with agriculture... 


On one side of the argument are the 


2 countries worried about overproduction 
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EUROPE 


` andthe consequent drain on EEC funds if 


the existing rules are not changed. So far 


olive oil is concerned, Britain and West‏ که 


Germany are pressing for threshold guar- 
antees which would prevent the overall 
cost to the community from rising above à 
certain level. They have predictably been 
met with solid opposition from Italy and 
Greece, the main producers. 

The two member states most directly 
concerned with the wine question— 
France and Italy—both accept that cuts in 


- production are necessary. However, the 


French advanced proposals which would 
have the effect of cutting mostly Italian 
production, while the Italian plan would 
do precisely the opposite. No progress 
was made. Nor did the Ten succeed in 
reaching agreement on the main item on 
the agenda for the Portuguese negotia- 


= tion: how much cane sugar Portugal 


should be allowed to import duty-free 


_ from African countries. 





The only matter which was actually 
settled at the meeting concerned the 
number of votes Spain and Portugal will 
be allowed in the council of ministers. 
This will be particularly important if, as 
most member states (but not Britain and 
Denmark) hope, the Rome treaty's provi- 
sions for qualified majority voting at last 
take effect. Spain will be allowed eight 
votes and Portugal five out of a total of 
76. The minimum blocking minority re- 


August in the EEC 


Holiday work 


As usual, EEC offices virtually shut down 
during August, although a handful of 
officials continued to work on the Spanish 
and Portuguese accession talks. They 
were supposed to be preparing the 
ground for final agreement to be reached 

the of October. As the 
month ended there was little confidence 
that this timetable will be met. Mean- 
while the Irish government, which cur- 
rently holds the EEC presidency, was 
working on a compromise proposal to 
overcome British resistance to a supple- 
mentary budget for 1984. Mr Garret 
FitzGerald was due to discuss it with Mrs 
Thatcher on September 3rd in prepara- 
tion for an EEC finance ministers' meet- 
ing three days later. 


The Belgian government rather shame- 
facedly announced that it was nominating 
its finance minister, Mr Willy de Clercq, 
to serve on the new EEC commission, 
which takes over in January. This means 
that Viscount Etienne Davignon, a highly 
regarded member of the present commis- 
sion, will not serve a further term. His 
offence: belonging to the wrong language 
group. The , who think that 
Belgium has had a French-speaking com- 


Pressing for subsidies 


quired to prevent decisions being taken 
will be 23. 

The applicants had been expecting a lot 
more from the meeting—and the Portu- 
guese finance minister, Mr Ernani Rodri- 
gues Lopes, did not conceal his disap- 
pointment. The Spanish foreign minister, 


missioner for too long, insisted on the 
appointment of one of their own. 


Agriculture 


A lamb war broke out between France 
and Britain. British farmers claim that 
the French authorities are using pesticide 
controls on lamb shipments as an illegal 
barrier to their exports to France. The 
commission was called in to investigate. 





The lamb dispute is reminiscent of previ- 
ous cross-Channel farm ‘‘wars’’ where 
the British used sanitary regulations to 
restrict imports of French poultry and 
long-life milk. 


West Germany asked for a cash handout 
of 300m ecus ($250m) to pay part of the 
cost of adopting farm reform measures 
agreed to by the Ten in March. Because 
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Competition 


On August 2nd, the competit 
sioner, Mr Frans Andriessen 
that the four-year-old dispu 
(over the company's alleged | 
competitors while dominati 
market for mainframe com 
been settled amicably. The « 
IBM to make prompt and ft 
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Copy sizes to your heart's content. 


The Minolta EP450Z gives you 781 zoom enlargement/ 








MINOLTA 


reduction possibilities. 


There are many things that are abso- 
lutely astounding about the Minolta EP450Z, 
the world's first compact-sized plain paper 
Copier with automatic zoom enlargement/ 
reduction. 

The first thing you'll notice is that the 
EP450Z—unlike conventional reduction/ 
enlargement copiers which usually offer a 
choice between two reductions and one 
enlargement—allows you to pick any of 781 
magnification ratios between 0.640X and 
I.420X with which to enlarge or reduce your 
original's image area. Think what this 
means! Now you can take the finest engi- 
neering drawings, pattern tracings or fine line 
designs and blow them up to virtually any 
size you wish. And, conversely, you can take 
oversized originals and size their image areas 
down to the precise copy dimensions 

you require. 





The EP450Z also offers two automatic 
selection capabilities. Automatic Magnifica- 
tion Selecion chooses the exact magnifica- 
uon ratio required according to the size of the 
original in use and the size of the copy paper 
you re using. Automatic Paper Size Selection 
chooses the most appropriate loaded paper 
size according to the magnification ratio 
you ve selected and the size of the original in 
use. Both of these automatic selection func- 
tions speed copying and reduce the time and 
paper wasted in making copying errors. 

For a vivid demonstration of the 
incredible EP450Z, bring some outrageously 
difficult originals along to your nearest 
Minolta office products dealer and make 
copies—in any sizes—to your heart's 
content. 


P490Z 


See the 684507 ot these Minolta subsidiaries and distributors 


Taiwan Santa Office Machines Corp. IFI, 75, Sec. 4, Nanking E Road. Taipei Indonesia — PT Perdana Nirwana Abadi Co 67B, JI, Krekot Rayo, Jakarta Pusat Phone: 372-609 
Phone: (02) 715-5001 Indio Methodex Systems Pvt. Ltd. 607-8 Meghdoot 94 Nehru Place, New Delhi-T10019 

Hong Kong Minolta pa Song Ltd. 67-71 Chatham Road South, Oriental Centre, Kowloon Phone. 682475, 682476 
Phone: 3-676051 Pakistan Allied Equipment Ltd. Firs! Floor. Nelson Chambers, ۱ ! Chundrigor Road, 

Singapore erem Op (Pte) Ltd. 10, Teban Gardens Crescent. Singapore 2260 GPO. Box 680, Korachi-! Phone: 214922 


Bangladesh Brothers international Ltd. GPO Box 767, Adamiee Court 115—120 
Malaysia City x05 alata Berhad Lot 3, Jalan 223, Petaling Jaya, Selangor 


MINOLTA CAMERA CO , LTD., Business Equipment Operations, 30. 2-Chome. Azuchi-Machi Higashi-Ku, Osaka 541, Japon 


Montijheel CA. Dacca Phone: 232293 


Phone: 5774 New Zealand Viko Holdings Ltd MSI Bldg Cnr Khyber Pass and Nugent Str. PO Box 220 
Thailond Technical Su Co., Ltd. 1808-1812 Kosemrat Road Klongtoei Bangkok 10110 Auckland 3 Phone: 796-294, 796-295 
Phone: 391-0215, 252-9155 ~ 7, 233-2064 - 5 392-7412 Australia Océ Reprographics Ltd. 89 Tulip St, Cheltenham, Melb 3192 Phone: 584-1011 


Philippines — TOPROS Inc. Topros Bidg Banowe Cor. Atok St. Quezon City. Metro Manila 
Phone: 49-49-21 


The bank that masterminds some of 
Italy's most enlightened businesses 





Olivetti's forward-looking research led to their sophisticated M24 personal computer 


The 20th century Italian genius Olivetti isan — Lombardy-based savings bank which is now not only 


international entity whose network of interests a powerful financial force in Italy, but is becoming 
encircles the globe and produces every conceivable increasingly involved in corporate banking around the 
variety of business equipment — and is even now world, and expanding its resources with clients like 
conceiving more for the future. Olivetti. 

With an organisation of Olivetti’s scope it The modern Cariplo brings its own brand of 
is natural that two thirds of its annual turnover Italian genius to the service of international clients. 
should be in sales outside Italy — last year the equiv- - We now have a full service branch in London- 
alent of US$143.5m out of a total of US$216.8m. and representative offices in Brussels, Frankfurt, 


Olivetti is, like so many other distinguished, | Hong Kong, New York and Paris. Please call your 


world-orientated nearest branch or 
Italian companies, contact us at our Head 
a customer Office, Via Monte di 


of Cariplo, the CASSA DI RISPARMIO DELLE PROVINCIE LOMBARDE Pietà 8, 20121 Milan. 


Encouraging enterprise internationally 
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Murray and Basnett stitched it togethe 
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Lyons said “Watch it" 


Dn Stage at Brighton 


The miners’ strike was threatening to 
wreck the 116th annual Trades Union 
Congress this week. Instead, it saved it. 
Rather than examine the real and sombre 
issues before the movement, the brothers 
were offered another bout of Maggie- 
bashing and the three-ring pantomime of 
the on-off-on-again-maybe coal talks, Mr 
Robert Maxwell playing the horse. 

But not everything was humour. While 
the main comedians on both sides of the 
coal strike mouthed for television, it 
looked as though a new leading actor 
might have quietly joined the cast: Mr 
John Lyons, leader of the power engi- 

ers’ union (the EMA). 

The TUC's handling of the miners’ call 
for support was the best guide to its mood 
this year. It showed a familiar TUC blend 
sof loyalty and cynicism, realism and rhet- 
toric. The statement calling for unions to 
black coal or oil that crosses National 





Willis took over 


Buckton protected 
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Union of Mineworkers' picket lines was 
its first significant utterance on the strike. 
It was the work of Mr Len Murray, the 
about-to-retire TUC general secretary, 
and of Mr David Basnett, leader of the 
general and municipal workers 
(GMBATU) and senior moderate on the 
TUC general council. Their aim was quite 
crudely to avert a split: both these stout 
old troopers would sell their grannies to 
stop the brothers fighting. Only the elec- 
tricians (EETPU), through their about- 
to-become leader Mr Eric Hammond, 
and Mr Lyons's power engineers spoke 
against them. 

Other leading moderates were pre- 
pared to trim. Men like Mr Gavin Laird 
of the engineers (AUEW) hope that the 
TUC now has a chance to exercise a 
moderating influence on the NUM, if not 
on Mr Scargill. They also think that their 
support will force the government to 





Hammond said no 





Laird trimmed 


bend, hoping it will never force them to 
test whether their rank-and-file members 
would really go to war for Mr Scargill. 
The key group are the power station 
workers, organised by the GMBATU, 
the AUEW, the TGWU, the EETPU and 
the EMA. Mr Basnett's power workers 
are concentrated in the Trent valley pow- 
er stations fed by coal from the working 
mines of Notttinghamshire, and might be 
unwilling to defy their working neigh- 
bours. Mr Laird's engineers too might not 
heed the call to battle. Mr Hammond— 
ferociously booed despite the protection 
of the chairman, Mr Ray Buckton—and 
Mr Lyons, mildly booed, said they would 
not ask their members to black anything. 
The government cannot breathe easy 
yet. Mr Lyons is an extreme moderate. 
That suits his Volvo-driving members, 
who rarely threaten to use their strength 
as the men who pull the levers that run 
the national grid. But this week, after the 
coal board appeared to walk away from 
the talks it had agreed to, Mr Lyons was 
furious, reckoning that the board and Mr 
lan MacGregor were demanding surren- 
der from Mr Scargill before they even 
met. So on Wednesday Mr Lyons made 
his move, and secretly started putting the 





Kinnock tightrope-walked And Scargill did his thing 
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. ` Nor was there much interest in how the 8 
i requirement of the latest Tory law, that 









y th th the PLA, and i is 
ott the ballot. 





union members be balloted on their polit- me nen nt 


-ical funds, would affect relations with the 
` Labour party. Mr Neil Kinnock, backing 
۳ ke miners but deploring the. violence of f 
B their picket lines, addressed the con ress. badl 
. 8s Labour leaders naturally have since h 

time began: as the leader of a single “bloc 
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influe e. Under the. old election system, 
the big left-led unions used their block 
votestoloadthe council with sympathisers. 
The new system, devised last year, stops 
that, Instead, the left i in each union has 
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ral was it? No longer is the problem just — wc 
that the unions frequently embarrass the . t 


Labour party' s leadership, even while 
they pay its bills. Today, the party embar- 


. Dock strike 
oort of 


The men on the waterfront are not the 
union loyalists they used to be. At mid- 
week half of Britain's dockers were still 
working, in defiance of the national strike 
called by the Transport and General 
Workers Union. This was embarrassing 
for the T&G men at Brighton, who were 
rallying support for the miners while their 
own men crossed picket lines. A worse 
embarrassment will come. if Tilbury's 
3,300 dockers fill in ballot forms sent by 
their employer, the Port of London Au- 
thority, and vote to return to work. 
Union tellers at their mass meeting said 
that the vast majority had voted last week 
for a strike, but many of the men there 
said that they hadn't. To forestall humili- 
ation, the union is threatening to boycott 
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rasses a large number of union members. . . ain. —- 
How long until union leaders have to 
recognise that fact? 





e odi pda Mostyn in "North 
Wales—were on strike. And, better than 
those figures would indica OF 
eration of British Industry reckoned that 
some 65% of Britain's normal tonnage 
was still moving through. the ports. At a 
cost, importers of bulk cargoes were 
diverting them to Rotterdam for reload- 
ing into smaller vessels and berthing at a 
variety of working ports so far immune 
from the T&G's threat to send out flying 
pickets. Indeed, of the 25 commercial 
ports on the east and south coasts of 
England, 21 were working normally; : and 
two more, Hull and Tilbury, had some 
men at work. Onh Southampton. and 
Penzance were completely closed. 

The trick will be to get from here to a 
stable peace—which probably means a 
fudge (the dockers will not want their 
leaders to lose face in public). Although 
most believe the strike, the second in sb. 
weeks, was called to support the miners, 
its alleged cause was the British Steel 
Corporation's use of non-union labour to 
land coal at Hunterston, on the Clyde, for 
the Ravenscraig steel plant. The T&G's 
national docks secretary, Mr John Con- 
nolly, thinks BSC should negotiate. coal 
quotas with his union; BSC think t 
might be the same as negotiating 

























` with the National Union of of Mineworkers. 










Terribly decent chaps 


A year ago, the Whitehall village was full 
of nervous rumours about new arrange- 
ments at the centre of government. The 
old cabinet office think-tank had been 
abolished, and No 10 Downing Street's 
own policy unit was being expanded. 
Where the think-tank was meant to pro- 
vide objective analysis for the cabinet as 
a whole, the policy unit has always 
focused on politically sensitive advice to 
the prime minister. Many civil servants 
have been venomous in their criticisms 
of Mrs Thatcher's style. But the policy 
unit, unlike its predecessor, has earned 
little but praise. 

This week it was announced that two 
of the unit’s eight members, Mr David 
Pascall and Mr Peter Shipley, are about 
to leave. So is Mr Bob Young. Mr Peter 
Warry, a 35-year-old businessman with 
legal and accounting qualifications, 
started in Downing Street this week, and 
Mr John Redwood, the academic-cum- 
merchant banker who heads the unit, is 
likely to make two more appointments 
soon. They will probably be from indus- 
try. Mr Pascall, on secondment from BP, 
has been looking after "sunrise" indus- 
tries, defence, and energy. Mr Young, 
from Vickers, has had the smokestack 
industry/public enterprise brief. He has 
earned plaudits from Whitehall regulars 
for his incisive commercial analysis, all 
delivered, one is told, with a charming 


ing hall at Leeds Castle in Kent. Among 
the merry-makers will be Sir Kenneth 
Stowe from the department of health and 
social security, Mr Michael Quinlan from 
employment, Sir George Moseley from 
environment, Sir Lawrence Airey from 
the inland revenue, and Sir Peter Middle- 

n from the treasury. The Joseph Rown- 

ee Trust has pulled off quite a coup in 
putting together a conference of 40 or so, 
including Whitehall's principal power and 
money brokers, to discuss “social policy 
aims and resources for the 1990s," from 
September 19th to 21st. 

Whether the conference will achieve 
much is another matter. The organisers 
worry that Sir Peter Middleton will get 
bored (even if he is the one who gets to 
sleep in Queen Anne's bed) and leave 
early. The academics are not quite sure 
what the point of their papers is meant to 
be. The officials are worried that if they 
discuss too specifically the choices posed 
by future austerity, it will all leak. 

But that is the main issue on the 
agenda. Given the government's determi- 
nation to hold public spending constant, 
what are the implications for social ser- 
vices? One point which will be brought 
out in the first session is the crucial 
importance of assumptions about unem- 
ployment and pay. Unemployment mat- 
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donnish diffidence. 

Not all policy areas have brought suc- 
cess. The unit has done little to stem the 
government's disasters in local govern- 
ment. The unit's lead man there (until an 
illness this summer) was the Hon Chris- 
topher Monckton, whose tastes run to 
the Tridentine mass, buttonholes and 
bowler hats. But the general reputation 
of the policy unit within Whitehall is 
high, for four reasons. 

@ It does not engage in detailed exami- 
nation of single-department problems. 
Nor, unlike the think-tank, does it criti- 
cise departmental proposals in “public” 
cabinet papers. Whitehall finds this mod- 
esty most becoming. 

@ It has used its political sense of what 
the prime minister wants to see. So 
departments know where they stand; as 
one official said, “When they talk to us, 
you know you're on the hotline”. 

@ It has not wasted time in turgid inter- 
departmental committees. Instead, it 
waits until a policy is coming up for 
cabinet discussion, and then writes a 
terse, journalistic note to the prime min- 
ister on how proposals fit into her 
strategy. 

@ Despite working for the prime minis- 
ter rather than the cabinet, it has been 
much better at talking to cabinet minis- 
ters and energetic junior ministers than 
the think-tank was. So departmental 


ters because it explains some of the most 
rapidly growing claims for social benefits: 
unemployment, supplementary, invalid- 
ity and housing benefits. Pay matters no 
less: if the government is to keep public 
spending constant, it may have no scope 
for real increases in benefits and it may 
have to cut real public-sector pay, even if 
earnings in the private sector continue to 
rise. 
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What d'you mean, they need housing benefit? 


officials know that if their minister has a 
policy idea, the unit can be a useful ally 
in pushing it through. 

Treasury officials have been particu- 
larly quick to see the virtues of making 
friends with the unit. Together, they can 
exert maximum pressure on departmen- 
tal spending. Mr John Anson, the trea- 
sury deputy secretary in charge of public 
service spending, makes a beeline for the 
policy unit table each time he eats at the 
cabinet office mess. “The unit has en- 
hanced existing official characteristics", 
says one insider. “If an official is oppor- 
tunist, he will use the unit to push a 
policy through. He might ring them to 
ask how the first paragraph of a paper 
should go. But if he is defensive about 
outside scrutiny, the presence of the 
policy unit can make things worse." 

The unit is keen to let departments 
take the credit for ideas, so there is little 
public sense of the areas where it has 
made a major impact. But it has been 
particularly active on privatisation, em- 
phasising the importance of competition 
after asset sales. It has been behind the 
prime minister's new-found interest in 
environmental matters like acid rain and 
the effects of industrial agriculture. Not 
all initiatives have worked. The unit's 


attempts to get all departments to take 


competition seriously have borne little 
fruit. But the unit has had a good year. 
Mr Redwood's task now is to continue to 
snuggle up to conventional officials, 
without letting them hug him to death. 





The mandarins may be more reluctant 
to discuss whether or not the crisis of the 
welfare state is just a figment of financial 
policy. Holding public spending constant 
will be excruciating; holding it as a pro- 
portion of gdp is practicable. A report 
shortly to be published by the Organisa- 
tion for Economic Co-operation and De- 
velopment suggests that Britain may have 
been more successful than most devel- 


51 










au d n Á int p yo along with an EEC: ‘draft vu 


"even further; it wants the m 


E directive calling for 60% reductions by 


t bringing social spending 
As to the future, the 
report argued at a confer- 
at Bath University in June, 
$ for social spending in Britain 
ore promising than elsewhere". 
ohy is on Britain's side: falling 
f schoolchildren will allow 
vings in education, and the big 
the number of pensioners is 
until the next century. Britain could 
hold the share of social spending constant 
; a proportion of the economy, and still 
allow social services faster growth than 
other OECD countries similarly 
constrained. | | 
. That growth would still be slow by the 
balmy standards of the 1960s and early 
1970s. So there is scope for talking about 
le efficiency with which public services 
le provided. As the OECD paper ar- 
ues, the danger is that the determination 
> public money will deflect atten- 
s of making social services 
nt and flexible to seeking out 
rgets "where restraint will meet 
st resistance. These tend also 
the areas where expenditure re- 
can do the greatest harm". Shame 
asked the OECD to the party. 
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“| were (though he does say a good deal 


in is western رت‎ s. biggest. pro- 
er of acid rain . | more in our letters column on page 6). 


EE inely free Competition. 


the end of 1995. The only way to do this 
would be to fit existing coal-fired power 
stations with sulphur-scrubbers. — 

But is it worth doing? In July, a house 


1 . of lords committee produced a thoughtful 
report on air pollution. It showed that 


retrofitting sulphur-scrubbing equipment 
to all big power stations, apart from the 
cost, would not be the most effective way 
of reducing acid rain. Scientists are not 
exonerating sulphur, but they are finding 
other, more tractable causes. 

This new scientific consensus puts more 
blame on nitric than on sulphuric acid. 
The damage to trees is caused largely by 
ozone; the damage to lakes is caused by 
surges of acidity in the spring. Both these 
phenomena Sepong chiefly on nitrogen 
oxides. 

There is another reason for concentrat- 
ing on nitrogen. One third less sulphur 
does not mean one third less acid rain. 










Competition? 
No thanks 


Peace offering or timely ruse? Next week 
a cabinet committee meets to decide 
whether to take routes away from British 
Airways and to give them to British 
Caledonian, as the Civil Aviation Au- 
thority recommended. So this week BA | 
announced a "compromise": it will not 
object to BCal applying to fly on BA 
routes to Europe, North America and 
the Middle East as long as BCal’s li- 
cences “do not inequitably restrict the 
capacity" of BA on these routes, 
Easier said than done, since BCal’s 
capacity would presumably have to come 
from the British share of any internation- 
al route. But Mr Colin Marshall, the BA 
chief executive who has helped to turn it 
from lackadaisical loss to sustained prof- 
it—£43m for the first quarter of the 
current financial year—says the propos- 
al, if implemented, should increase 
BCal's revenue by 20%. After an invest- - 
| ment of £50m in new equipment, it could 
give BCal operating profits of £7.5m a 
| year. Not bad, but unfortunately Mr - 
Marshall would not say what the routes | 


























































BCal’s reaction? “British Airways is at it 
-again—donning the mantle of consumer - 





. This statement says | 





ould be treated with the disdain it. 
‘deserves... ." etc, etc. In other words, - 
jê: dogfight continues, with nobody, 
ertainly not B Cal, very keen on gene 4 


| champion. while زو‎ a using a domi- | 
. | nant position. . | 
| onc thing new. . This apparent attempt 4 

BA to usurp the function of the CAA |- 
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tricity prices. Even that : ma bea 

estimate; West German duet: pro- 
gramme to reduce sulphur emissions in 
four years is adding about 10% to elec- 
tricity prices. Those are big figures at a 
time when public spending i is under pres- 
sure and governments are wanting to 
screw down inflation. 

A group of. independent British scien- 
tist (the Watt. committee. on energy) TE 
cently pointed out that th ۱ 
cost-effective ways of c ag sulphur. + 
reduction in the amo f sulphuric acid 
falling on Swede ne tonne could be 
achieved by cutting British sulphur emis- 
sions by 53 tonnes—or Swedish emissions 
by two tonnes. It would pay Britain to 
give Sweden some retrofitting equipmen 
rather than dealing with. its own power 
stations. 

There are also good technological. rea- 
sons for not being panicked into retrofit- 
ting. By the end of the century, - pressur- 
ised fluid-bed combustors will probably 
be available for new power stations; tests 
have already shown that these furnaces 
are about 13% more efficient at power 
ucing 9096 less sul- 

























generation while produ 
phur and 60%: less. Poenat 























14 


FREE! The beauty 


and romance 


of Granada 


Jul f) t ot ut > 
NAA 


A‏ و 


کیت id‏ نی 


3 W و‎ 


The Folio 


For Folio Society members, the breath- 
taking palace, gardens and courtyards 
of Granada are free this year. 

The coupon on the right will bring your 
copy of Shades of the Alhambra, by 
Raleigh Trevelyan, together with the full 
Folio Prospectus for 1985. And if you join 
The Folio Society now, you can benefit from 
this special introductory offer. 

Select just four books from the 130 
beautifully made (and modestly priced) 
titles listed and Shades of the Alhambra 
remains yours FREE — the story of one of 
the loveliest palaces in the world, of the 
great civilisation that built it and of the 
romantic legacy it left behind. 


YOU CHOOSE... 

But free gifts and benefits are a bad 
reason for joining book clubs unless you 
really want the selections offered once you 
have joined. One of the most powerful 
justifications for joining The Folio Society 
is its method of selling. You choose the 
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Society 


four books you want before you join, and we 
only send you what you order. 

That’s one reason why The Folio Soc- 
iety is different from other book clubs. 
Another is that we are publishers, too. 


INDIVIDUALLY DESIGNED 

We are not in the business of offering 
merely a selection of the month’s best- 
sellers. Our list covers over 900 years of 
literature and history. It combines the 
major classics (Jane Austen, Trollope, 
Dickens) with minor masterpieces which 
are well worth reviving and treasuring. And 
we publish them all in individually de- 
signed, handsomely illustrated, carefully 
printed and beautifully bound editions. 

Amazingly, the average price of one of 
our books — barely £12 — is still much less 
than the average new hardback book in a 
bookshop. 

So send us your coupon today. It 
commits you to nothing. But you stand to 
gain a great deal... 
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@A FREE COPY of this year's Presentation 










price £8.95 ($19.95); th coe 
€^ FREE BOOK TOKEN worth £5 ($10). 
against your first order; AES 
@FREE POSTAGE for members within the 
UK or USA who pay cash with order if this 
coupon is returned within 14days. — — 







To: The Folio Society Ltd, 
202 Great Suffolk Street, London sri ipr 


| am interested in joining the Folio Society and 
would like to see a copy of Shades of the 
Alhambra. I will send my order for four books 
promptly, chosen from the full list of 130 titles in 
the 1985 Prospectus, thus taking up mem- f 
bership on the terms described, or else return 
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the book within 10 days. As a member | 
understand that I can return any book if not 
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Information technology 


Really? 


It would be surprising to read a report 
from a “little Neddy" that did not warn 
government and industry of imminent 
collapse and plead eloquently for funds, 
consultations and initiatives to keep for- 
eign wolves from honest British doors. 
Any industry can always do with more 
subsidy. So the natural reaction to the 
latest crisis-shock-horror give-'em-the- 
money report from the information tech- 
nology committee of the National Eco- 
nomic Development Council must be one 
of cycnicism. That might be mistaken, for 
two reasons. 

The IT industry, as the report rather 

arrowly defines it—those who actually 
B... and produce computer hardware, 
software, telecommunications equipment 
and the like—is a small and apparently 
shrinking employer. IT employment is 
down 16% since 1975, to only 123,000. 
Yet for years IT has been touted as 
Britain's saviour, the one industry that 
will find jobs for refugees from moribund 
factories and pits. Anything that punc- 
tures this illusion and its associated re- 
ceived idea—that the British can earn a 
living by writing software in their garages 
and attics—deserves some welcome. 

The second worry is that Britain is 
consistently losing world market share 
and allowing import penetration to in- 
crease. So the few niches that British IT 
people have carved out for themselves— 
like gate arrays and custom-designed 
business software systems—will become 
more dependent on the whims of outside 
suppliers. Firms like IBM have so far 
| Sedes independent exploitation of 

eir hardware, but may choose to try to 
move software development in-house if 
their markets tighten; and a software 
designer who knows the details of avail- 
able hardware a year or so before it is 
launched has a significant advantage over 
one who does not. Indeed the report 
claims that in some fields Britain is ap- 
proaching a point of no return, where 
British market presence and R&D expen- 
diture are too small to make a continued 
independent industry viable. 

But this is not the full story. The report 
reckons that almost half the working 
population is involved in some form of 
information processing or handling. So 
even if 54% of the equipment is now 
foreign-made, information technology is 
still having a profound effect on produc- 
tivity and employment. To that extent it 
matters little whether the machines Brit- 
ain uses are Apples or Apricots. 

It would be nice to get a larger piece of 
an industry which generates anything up 
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Falling behind 


World IT market, 
1981* 


r— —— — United States 47 





Hm. Britain 4 
up Other 17 


British information 
y 
(Current prices) 


British 
market 


mm a. 
Domestic output 


80 81 82 83 








Source; ITEDC *Excluding software 'Exports minus imports 


to £60 billion per annum, worldwide. But 
sales by the British IT industry last year 
grew by 23%—admittedly in a British 
market growing by 30%, but still faster 


The harvest 


Home, but no longer golden 


Are market forces at last beginning to 
affect British agriculture? The farmers 
have just brought in a splendid grain 
harvest—and will be worse off for doing 
so. 

This time last year they could get more 
than £118 per ton on the farm for their 
feed wheat. The comparable price now is 
under £100 per ton, a fall which, for most, 
will more than wipe out the gain from 
higher yields. In 1983 Britain's farmers 








BRITAIN 


than the American industry grew. For ۱ 
what the figures are worth: reliable fig- 
ures for software sales (which may ac- 
count for up to 30% of British output) do 
not exist, and Britain’s true share of the 
overall world market may be rather high- 
er than the 4% that the report cites. And 
while it may not be possible to match 
Japan or the United States in such areas 
as chip-making and microprocessor de- 
velopment, which eat up R&D money 
fast, the successes of ACT's Apricot and — 
Logica’s involvement with the banking - 
system CHAPS show that IBM certainly — 
does not have everything its own way. ۱ 
The future does not look too bad 
either: British investment in the Alvey — 
project, a £350m investigation into fifth | 


generation computers — ("intelligent" 
ones, which reason and make expert - 
decisions), though it lags behind the - 
amount which the Japanese government _ 
has made available for its similar ICOT _ 
programme, dwarfs funds currently avail- — 
able for similar research in most western ۱ 
countries. 


produced some 10.5m tons of wheat from 
4.2m acres. This year the area sown to 
wheat at 4.9m acres was up by 16%, and 
the average yield may have been 10% up, 
meaning over 13m tons to dispose of. 
Although British wheat is no longer 
greatly above the world price (feed wheat 
is around £98 a ton in Chicago), for the 
first time sales into EEC intervention 
stores could become of real significance. 
Unfortunately for farmers, the current 


BRITAIN 


intervention price for feed wheat, £116.50 
per ton, is less attractive than it looks. 
The quality usually has to be somewhat 
higher than is acceptable on the market— 
for example, the maximum allowed mois- 
ture is 15% compared with 16% at which 
most merchants will buy. Second, knock 
off another £4 or so for delivery. Third, 
last January Brussels extended its pay- 
ment terms from the normal 28-30 days, 
comparable with those of merchants, to 
120-140 days. This would cost the farmer 
another £4 or so. 

None the less, the intervention board is 
preparing for a flood. Last year, it took 
only 131,000 tons of British wheat, about 


City for sale 


Ten miles from the centre of London are 
350 acres of untamed, overgrown coun- 
tryside, complete with wild flowers, bird- 
life, foxes and ponds. They would make 
a marvellous nature reserve—if it were 
not for the unexploded bombs and toxic 
wastes. This was, for centuries, an arse- 
nal; it is now part of Thamesmead, a 
huge development inside greater Lon- 
don that is proving one of the biggest 
headaches in the government's plans to 
abolish the Greater London Council 
(GLC). 

With a projected population of 42,000, 
Thamesmead was started in the 1950s, 
when the East End slums were being 
demolished. The first new houses were 
completed in 1969. They epitomised the 
new brutalism of postwar public-sector 
housing: walkways in the air; dripping 
concrete; row upon row of empty ga- 
rages on the ground floor (to avoid 
flooding from the pre-barrier Thames). 
It was hard to get anybody to live there. 
But the council architects learnt from 
their mistakes. Newer public housing in 
Thamesmead is much nicer, and Mr Ken 
Livingstone’s GLC has cheerfully sold 
cleared land to blue-ribbon developers 
like Laing’s—who have paid regular 
south-east England land prices, and are 
delighted with the speed with which they 
have sold houses. 

So Thamesmead is now popular, and 
has a much better social mix than when it 
was purely council housing. But it has 
cost a lot of public money—upwards of 
£100m so far—and it is only half fin- 
ished. There are now 5,500 public rented 
dwellings and 1,200 privately owned 
ones. The population is only about 
20,000. The town centre and main shop- 
ping facilities have not yet been started. 
And 350 acres of undeveloped wilder- 
ness remain. 

All concerned agree that it would be 
mad not to finish the project. But how? 
And who will run it once it is done? 
Those are the problems that are vexing 
Mr Patrick Jenkin, the secretary of the 
environment, as he ponders what to do 


1.2% of the wheat harvest; its highest- 
ever intake, in 1982, was only 365,000 
tons. But now the board (which owns 
only four or five intervention stores and 
has to hire the remainder) is making plans 
to accommodate at least 1m tons. It has 
already received offers of some 250,000 
tons, much of it from farmers who have 
run out of storage space on their farms 
and are unwilling to accept the current 
low export prices. On some farms every 
trailer is still full of wheat, and on a few 
the grain is in heaps on the ground 
covered only with plastic. 

Yet, despite market forces, the eco- 
nomic pressures are still for more and 


with the GLC's bits and pieces. He could 
give Thamesmead to Bexley and Green- 
wich, the two London boroughs within 
whose boundaries the town lies. But they 
say, rightly, that the town stands or falls 
as a whole community. It should not be 
split. Bexley will not take it on single- 
handed. Nor will Labour-controlled 





Sticks to beat Jenkin with 


Greenwich. Mr Jenkin is considering 
hahding Thamesmead over to a housing 
trust. 

The model he has in mind is Stock- 
bridge Village, in Merseyside. This was 
once à Liverpool council-owned estate. 
In 1974 it was handed over to Knowsley 
district council, and went from awful to 
unspeakable. It was sold in 1982 for 
£7.5m to a non-profit-making trust led 
by the Abbey National building society. 
Since then the trust has acted as land- 
lord, and financed new building from 
rents and proceeds from the sales of 
dwellings. Developers, local councillors 
and residents sit on its management 


more wheat to be grown. The attraction: 
of barley have been reduced, and so ha: 
the acreage. Among the wheats there ha: 
been a shift from higher-quality milling 
wheats to feed wheats, where new variet: 
ies and intensive production method: 
have brought yields that more than make 
up for the lower price. Up to 1980, tht 
leading variety, Maris Huntsman, wor 
praise for its ability to produce at least : 
tons per acre. Today, varieties such a: 
Norman and Longbow are regularly ex 
ceeding 4 tons. And as the EEC make: 
milk ever less profitable, the charms grow 
ever greater of ploughing up grassland foi 
corn. 


committee. Old council tenants keep 
their security of tenure, but the worst of 
the public housing is being replaced by 
private building for sale. 

The concept is fine. But the scale of 
Thamesmead ۰ dwarfs Stockbridge Vil- 
lage. Everybody is being very cagey 
about a possible asking price; precisely 
how much it has cost so far; and how 
much of that cost is for roads and other 
infrastructure that new owners would be 


. 


loth to pay for. The public sector's 
borrowings on the town cost £11m a year 
to service. Some sources say that the 
asking price might be around £60m. 
Others doubt whether a private consor- 
tium of building societies and developers 
would be prepared to pay that much. 
The remaining land will cost a steep 
£30,000 an acre to clear before any new 
building could begin. 

Thus Mr Jenkin's dilemma. If 20,000 
people are not to be left in a town with 
few facilities and a lot of rapidly decay- 
ing council housing, Thamesmead has to 


be sold cheap. If it is, the GLC's support- | 


ers get a free stick to beat him with. 


THE ECONOMIST SEPTEMBER 8, 198 


lé will buy the pet foods and 
ited milk firm Carnation for 
d $3 billion—the biggest- 
aver merger between non-oil 
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.. | prohibit the export of high technology | 
| to Russia. 


. | Peugeot's chairman Jean-Paul 
.. | Parayre resigned after a boardroom 
| row with vice- chairman Jacques 


۱ Calvet, who suc seeds him. 


To smooth the way for Standard 
‘Telephones and Cables (STC) to 
-take over Britain's computer 
company, ICL, the American firm ITT 
plans to cut its stake in STC from - 

M 4% to about 25%. 


British Airways 


. Hutchison Whampoa HJun30 - 
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Argentina went on a one-day 
general strike. 


T E 5 India's decision to reimpose quotas 
`. f onits tea exports pushed up tea 


prices. Sri Lance rejoiced. 


E | Bofors, the Swedish arms 
manufacturer, is buying control of 


KemaNobel, the country's biggest 
chemicals group. 


‘Spanish footballers went on strike. 


Taiwan's government abandoned a 
$265m joint venture it had been 


| planning with Toyota to make small 
cars. | 


The American farm-machinery 


Î maker, John Deere, is to cut its 
| white-collar staff by 796 after 


disappointing sales this year. 


| The first contracts for Europe’s 
imports of gas from eastern Siberia 


were signed by West Germany's 


: Ruhrgas and Russia. 


Another new alliance in the Cit; 
London: stockbroker Scrimgex 
Kemp-Gee is to j join u 
Vickers da Costa, in 


| already has a 29. 9% stake 


Pola ind dávalued the z loty b 
against the dollar, and repea 
wish to join the Internationa ۱ 
Monetary Fund. | 


Wage talks between America 
| carmakers and the Ui 


Autoworkers ended in oC 
agreement is needed before 
September 14th, when the e 
contract expires. — - 
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rejected a £355m bid by Unile 


| South Africa's Barlow Rand w 
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ment is soon to start production i in AA. 
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maker said short-term prospects in th 
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WORLD BUSINESS 





America's waterfront changes 
but imports keep pouring in 


Whe gap between the Reagan administra- 
tion's free-trading principles and its prac- 
tice of sheltering industries which are 
^dercut by imports is yawning ever wid- 
as November's presidential election 
approaches. Steel and copper producers 
sould win extra protection in the next few 
weeks. Threatened curbs on textile im- 
Orts have merely been postponed for 

'o months until late October after loud 
wrotests from third-world countries and 
large American stores. Cars, motorcycles 
and specialty steels are prominent among 
ther American industries featherbedded 
m the past four years. 

Mr Reagan's free marketeers started 
with unusually lofty principles, but the 
pressures on them to help uncompetitive 
ndustries were also exceptionally strong. 
The dollar is 17% higher in trade-weight- 
ed terms than in January, 1983, and 7% 
up from the beginning of this year (see 
page 60). So imports are cheap and ex- 
porters are penalised. 

In the first half of 1984, the volume of 
America’s imports grew at an annual rate 
Jf 23% above their average in 1983. The 
visible trade deficit could top $125 billion 
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this year. Excluding oil, imports rose 
from 6% of gnp in 1980-83 to more than 
7% so far in 1984; in the mid-1960s, 
imports were less than 4% of gnp. 

America is sucking in imports faster 
during the present world recovery than it 
did during the mini-boom in the mid- 
1970s. In the 16 months after the trough 
of the recession in late 1982, the total 
volume of American imports has in- 
creased by over 30%—more than double 
the 15% increase during the 16 months up 
to mid-1976. 

It is America’s industrial partners who 
have benefited. The volume of imports 
from Japan has increased by 50% during 
this recovery, having risen only 15% in 
1975-76; imports from Europe are up by a 
third, having fallen last time. Yet a bo- 
nanza for European and Japanese export- 
ers has not resulted in the rapid growth of 
the economies of their home countries 
that would mean increased demand for 
American exports. 

\America’s fast economic growth, how- 
ever, has offset some of the pressure for 
protection. Many imports are being 
sucked in by strong demand that domestic 


firms cannot meet: the value of machin- 
ery imports in January-April was 35% up 
(at an annual rate) on last year’s average 
largely because of a boom in capital 
spending. Paper companies are still oper- 
ating at or near full capacity thanks to 
strong demand at home, even though 
exports have crumpled. 

Political muscle matters more than eco- 
nomic misery in winning protection. 
Compare the cases of textiles and shoes. 
Though textile imports in July were over 
60% higher in value terms than in the 
Same month last year, imports still take 
no more than a fifth of the domestic 
market. But powerful congressmen from 
the old cotton states of the south persuad- 
ed the administration to cut back China’s 
exports in late 1983 and, this year, to 
reduce imports from countries which ex- 
ceed their import quotas in America by 
sending their exports via other countries. 

The shoe industry has had no such luck. 
Imports have taken 70% of the American 
market so far this year, up from 63% in 
1983. About 10% of America’s 600 shoe 
factories have closed since early 1984. But 
the industry's dwindling workforce—and 
its voting power—is a mere 125,000, 
against 2m in textiles, 860,000 in the 
motor industry and 350,000 in steel. 
Shoemakers have little influence in con- 
gress. They took their case to the Interna- 
tional Trade Commission (ITC) instead, 
but it decided in June that imports were 
not the industry's main problem and 
refused to recommend protection. 


Paths to protection 

America's tangled way of making trade 
policy leaves a lot to chance when indus- 
tries seek protection. They can lobby the 
president and his staff, the special trade 
representative's office, the commerce de- 
partment and congress, or put their case 
before the ITC, which is supposed to be 
non-political but has become embroiled 
in trade policy-making. 

Congress makes more noise about pro- 
tection than any other arm of govern- 
ment. The ITC reckons that about 160 
pieces of protectionist legislation were 
considered in congress this year. But 
many of those bills are no more than 
public relations exercises. 

A bill requiring cars to have a fixed 
domestic content, which passed the house 
of representatives twice in 1982-83, was 
never taken up in the senate. A bill 
limiting steel imports to 15% of the 
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M but Mr Renan: s iade Sn 
ften become tangled in rivalry be- 
n his special trade representative, Mr 
iam Brock, and the commerce secre- 
ty, Mr Malcolm Baldrige. The com- 
erce department deals with dumping 
putes and tends to favour protection 
hore than the special trade representa- 
ive's office; which is meant to be in 
harge of international trade talks. 

_ Mr Brock and Mr Baldrige have fought 
© protect their own patches. In 1983, Mr 
Brock helped to spike plans to expand the 
commerce department into a department 
of international trade and industry, on the 
model of Japan's Miti. Mr Baldrige is now 
yu ing | to preserve bilateral agreements on 
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much prefer the president to make the 
tricky decision to limit imports. 


Mr I. M. Destler of the Institute for- 
International Economics in Washington ` 
reckons that the Reagan administration | 


could have resisted calls for protection at 


This encourages dozens of protectionist 
bills backed by congressmen who would . 








least from the steel and textile industries month. 
without causing a backlash in congress. points i 
Refusal to protect carmakers from im- * IMs 


ports, however, would have been much n 
more risky. Mr Reagan's decision this 


month on carbon-steel imports will prove 
a useful test of whether he means even 
half of what he says about free trade. 


The dollar 





Daffy 


Currency-traders marked the start of 


America’s presidential campaign by buy- 
ing dollars. By mid-week, sterling had 
touched a record low of $1.2795, and a 
dollar was worth more than FFr9 for the 
first time; the D-mark, in spite of heavy 
intervention by the Bundesbank, had fall- 
en to its lowest level against the dollar for 
11$ years. 


Ever upward 


| $ trade - weighted 
exchange rate, daily 
March Z 1964 1100 


$ trade-weighted. 
exchange rate 
March 7 1984 100 


to this Week's یا‎ ofi odd: 





Second, the pace of American recovery 
is only one of the pressures on American 
interest rates. The other is the budget 
deficit. Some commentators attributed. 
the doliar's strength this week, to new 
polls which. gave President 
even bigger lead in the election” Tace. 
is less likely 
to mean cuts in the deficit. Mr Donald 
Regan, the treasury secretary, may have 
sharpened that conviction this week. He 
said there would be no tax increases next 
year, but that he had plans to cut the: 
deficit to $30 billion by 1989. That real 
does deserve a horse-laugh. - E. 
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tariff barriers—hundreds of subtle 
not-so-subtle ways of hindering free 
Je in Europe short of imposing duties 
and taxes—cost European companies 
and consumers an estimated $9.5 billion 
ear. The EEC has set its 10 member 
nments the goal of dismantling 
such barriers by 1986. But do not expect 
too much. As fast as governments knock 
down one barrier, up pops a new one. 
tariff barriers come in many 
‘EEC: from Italy’s idiosyn- 
t forms to, in the view of Mr 
rtin Moyes, a British lawyer, even 
.. Britain's Trade Descriptions Act of 1972 
. (the one that covers imports). Though 
this was passed as a consumer-protection 
measure, Mr Moyes argues* that it is still 
a “disguised restriction on trade between 
"member states" because it insists on all 
the paraphernalia for labelling the origin 
of goods carrying a British trademark. 
` Technical standards for goods are a 















































» more blatant barrier to trade. There is a 
bewildering variety within the EEC, and 
— they can change frequently. Standards 
. on vehicle brake components are 
.. Changed every year in France, and al- 
| most as often in West Germany for 
| copper tubes. Last year, West German 
` "trade inspectors arrived at the stands of 
|. British hammer-makers at the Cologne 
| trade fair to insist that all imported 
 hammers be stamped witli their manu- 
- facturer's name. The inspectors invoked 
-alaw on labelling dangerous goods. 
, The European commission is propos- 
dustrial goods, from building 
' food flavourings. Another 


























| tion Act 1972 and Article 
Moyes, European Law 
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Ir Basil de Ferranti, chairman of the British electronics company of the 
ame name, has set up a club of fellow European 


“well as goods. 








arliamentarians to 


۱ market in Europe. it calls itself the Kangaroo 
up---Decause th igaroo is good at leaping over and kicking down 
rriers (and punching bureaucrats, too?). Kick on. - | 


batch should follow, but progress on 
getting the first lot adopted is slow. In 


Denmark, for example, a wrangle with 
unions over the permitted noise levels 
for construction equipment is delaying 
parliament adopting the others. 

. The European commission's enthusi- 
asm for removing non-tariff barriers 
stems from a European council meeting 
in Copenhagen in 1982. Ministers reck- 
oned that the desire to build a true 
European market had lost its vim. When 
the commission announced in June a re- 
invigoration programme, border con- 


_ trols were singled out as the most glaring 


sign of the EEC's incompleteness. 
Final abolition, not merely the simpli- 

fication of customs formalities, is the 

commission's aim. That will be difficult. 


. EEC member nations have failed even to 


agree on standardising the collection of 
value-added tax (Vat) away from bor- 
ders. This was the commission’s first goal 
for 1984, as laid out in its 14th harmonisa- 
tion directive, which it hoped it would be 
adopted by the end of this year. Slim 





hope. Next month, the British govern- 


ment starts collecting Vat due on imports 
at the ports. : 

The commission has other ideas for 
easing the movement of goods, such as a 
single EEC document for intra-commu- 


nity trade to replace the 70-plus different 
forms now in use. A third idea is not to 


charge duty on the fuel carried in the 


tanks of lorries crossing national bor- 


ders. This year the duty-free allowance 
was increased from 50 litres to 200 litres 
of fuel. Something also needs to be done 
to ease the bureaucratic load on lorry 
drivers: it takes them 27 pieces of paper 
to get from West Germany to Italy. 

Mr Paul Channon, the British trade 
minister, has produced a list of "internal 
market achievements to date". It is a 
short one: the agreements of the Ten to 
give each other drafts of new national 
standards or technical regulations; mutu- 
al recognition for tests on proprietary 
medicines; 10-hour opening times for 
adjacent frontier posts from 1985, to- 
gether with express lanes for transit 
traffic; mutual recognition of road-wor- 
thiness tests on lorries; and goods for 
trade fairs can now be imported tempo- 
rarily without a guarantee against non- 
payment of Vat. — 


- British officials, who point out that 
Europe has failed to add a single job in 


the past 10 years compared with 18m 


created in America, are now pressing for 


a removal of restrictions on services as 
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France Ingredients must be mentioned inthe —— 
product description. -o 
Greece Special labelling for cosmetics, = 
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WORLD BUSINESS 


A game at Fives’ 
1979 
Sales FFr m: Fives-Lille 3,265 
Creusot-Loire 16,479 
Profit (Loss) FFr m: Fives-Lille 66 
Creusot-Loire (254) 


Mrs Edith Cresson, on September 5th. 
But the workforce, fearing Fives-Lille's 
reputation for tight management of costs 
(ie, sacking people), have set their face 
against the planned job cuts of 2,500 
workers at Creusot-Loire's manufactur- 
ing centre at Le Creusot in Burgundy. 
The unions' objections mean that Mrs 
Cresson and the prime minister, Mr Lau- 
rent Fabius, face a big test of whether 
they can stick to their avowed policy of 
modernising and streamlining French 
industry. 

So far, the new government is holding 
fast. It needs to do so if the Fives-Lille 
rescue bid is to work. Under the owner- 
ship of the Franco-Belgian Schneider 
group, Creusot-Loire grew too big and 


It tolled for Acrow 


Britain's metal bashers have taken reces- 
sion on the nose. Stone-Platt, the textile- 
machinery maker, went under in 1982. It 
was always possible that recovery would 
bring more casualties as debt-ridden bal- 
ance sheets gave under the strain. This 
week, Acrow, which was founded in 
1936 by Mr William de Vigier in a small 
workshop under the railway arches in 
Bow in east London, was put into the 
hands of the receivers. Like the great 
bell of Bow, its bankers did not know 
when it would grow rich again. 

Acrow, inventor of the eponymous 
prop, had become one of Britain's big- 
gest suppliers of scaffolding and form- 
work to the construction industry. In 
1972, it bought the Steel Group, owners 
of Priestmans, an excavator maker, and 
Coles Cranes, for £24m. It was an ambi- 


Warning bells 
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1974 75 76 77 78 79 BO B! 82 3 
Source: Company reports 


1980 1981 1982 1983 
3,525 3,908 4,145 4,239 
15,629 17,796 17,601 12,116 
66 78 103 96 
(138) 12 (597) (1,800) 


flabby. Its losses reached FFr1.8 billion 
($235m) last year. 

Under the rescue plan, some of its 
operations will be hived off. The group's 
rolling-stock division will go to Jeumont- 
Schneider, another wing of the Schneider 
empire. This will create a big private- 
sector rail-equipment rival to Alsthom- 
Atlantique, part of the state-owned Com- 
pagnie Générale d'Electricité group. 

But the government has been keen to 
keep Creusot-Loire's core activities to- 
gether ever since the group was taken into 
receivership on June 28th. The consor- 
tium headed by Fives-Lille will achieve 
this, concentrating on Creusot-Loire's en- 
ergy, metal-bashing and arms divisions. 
Other members of the consortium are 


tious and too hurried move for a compa- 
ny whose annual sales were then only à 
third of that sum. It gave Acrow a high 
gearing (made worse by Coles being 
highly-geared already) from which it 
never recovered. 

But the acquisition also brought an- 
other change for Acrow. From being a 
simple buy-it-sell-it-forget-it engineering 
firm, it became something much more 
complicated—a group with products that 
had to be serviced after sale. That need- 
ed a new sort of management. 

It was not until 1974 that the founder, 
by then well into his sixties, brought in a 
managing director with a background in 
engineering-service companies. The new 
man, Mr Bill Jacks from Coles, lasted 
only until 1979, when Mr de Vigier took 
over again. 

The current chief executive, Mr Nor- 
man Cunningham, who came from the 
British subsidiary of Otis Elevator with a 
reputation as a company doctor, arrived 
late in 1981. He took the job on the 
condition that Mr de Vigier, by then 
pushing 70, became a non-executive 
chairman. With Acrow now passed from 
the hands of its bankers to those of the 
receiver, Mr Cunningham says he never 
had time enough to save the company. 

So what could have saved it? Reces- 
sion was beyond the company's control, 
but its own share structure was not. Mr 
de Vigier controlled 50% of the votes 
but less than 2.5% of the capital, thanks 
to Acrow's two classes of equity. 

The last-throw rescue plan came to 
nought because the equity-for-debt swap 
envisaged would not have given the 


Usinor (the state-owned steel firm), Fra- 
matome (the nuclear-power-plant builder 
that is 50% owned by Creusot-Loire) and 
nationalised banks. 

Creusot-Loire might seem a big swal- 
low for the smaller Fives-Lille. But Fives- 
Lille has been successful in holding down 
costs while boosting sales in the past 
decade. Its main subsidiary, Fives-Cail 
Babcock, makes sugar and cement plants, 
power-station boilers and other heavy 
equipment. Since 1975 Fives-Cail Bab- 
cock has halved its labour force to 3,700 
while doubling annual sales to FFr2.3 
billion, half of them abroad. 

This is dwarfed by Creusot-Loire's 
FFri2 billion turnover last year and its 
23.000 staff. But while Creusot-Loire 
piled up losses and debts, Fives-Lille has 
remained steadily profitable. Its canni- 
ness is reflected in the Creusot-Loire 
consortium arrangement. Fives-Lille 
putting up only FFr250m and has insiste 
on being allowed to impose job cuts that 
are likely to be more sweeping than those 
envisaged by Creusot-Loire's previous 





De Vigier unpropped 


banks the votes to change things. Long 
before that, shareholders had been un- 
able to force through management 
changes when the management needed 
to be changed. Investing institutions 
turned their backs on it. 

For bits of Acrow and some of the 
3,000 people it employed, there will be 
life after receivership, just as there has 
been for bits of Stone-Platt. But as well 
as reinforcing the arguments of those 
who would (rightly) stop quoted compa- 
nies having two classes of shareholders, 
the demise of Acrow could also reopen 
the debate over whether Britain should 
have a form of the chapter 11 protection 
from creditors provided by America's 
bankruptcy laws. 
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Cresson takes a lot of stopping 





management in its last-gasp attempted 
rescue package this spring. 

Most of the cuts will fall on Le Creusot, 
where a statue of Eugéne Schneider, the 
group’s nineteenth-century father figure, 
looks out benignly from his plinth. To 
dramatise their opposition to the lay-offs, 
workers have been blocking the high- 
sspeed TGV train as it reaches the town. 
With the government's credibility at 
stake, it will take more than that to bring 
"Mrs Cresson and Fives-Lille to a halt. 


Peugeot 


Gulp 


PARIS 


Peugeot, the French carmaker, has cho- 
sen a hard man for hard times. A long- 
running boardroom feud ended on Sep- 
mber 4th with the appointment of the 
ough car-division boss, Mr Jacques Cal- 
wet, to replace Mr Jean-Paul Parayre as 
chairman of France's biggest private firm. 

The business newspaper, Les Echos, 
scompared the change to a lion (the badge 
vn Peugeot cars) eating a Christian. Mr 
Calvet is going to need more than his 
Keeth to put Peugeot back into profit. The 

mpany has lost FFr8 billion ($1.3 bil- 

ion) in the past four years, FFr2.6 billion 
K$340m) of it in 1983. 

The new chairman's top priority is to 
«ut Peugeot's labour force. His claim to 
Khe job was strengthened at the end of 
August when the new, modernisation- 
minded government of Mr Laurent Fabi- 
ius agreed to 1,900 compulsory redundan- 
icies at the group's Citroën subsidiary, two 
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thirds of the number wanted by Mr Cal- 
vet. In all, his streamlining of the compa- 
ny's Citroén, Peugeot and Talbot plants 
has cut 11,500 jobs, 86% of the total 
management wanted to shed. 

This impressed the Peugeot board and 
its key figure, the former group chairman, 
Mr Frangois Gautier. The board had 
brought in Mr Calvet, former head of the 
Banque Nationale de Paris, in 1982 to 
knock the firm's financial performance 
into better shape. His job-purging cru- 
sade overshadowed the urbane Mr Par- 
ayre, who had been brought in to head 
Peugeot at Mr Gautier's urging in 1977. 

Mr Parayre had himself presided over 
job-cuts, but only after Peugeot had also 
expanded mightily—and unprofitably— 
by taking over Chrysler's European oper- 
ations. The success of the two new models 
he launched, the Peugeot 205 supermini 
and the medium-range Citroén BX, was 
dented by a rash of labour disputes and a 
slump in demand. 

Mr Calvet will have to get to grips with 
tough union opposition to the job cuts 
agreed by the government. Production at 
the big Citroén plant at Aulnay-sous-Bois 
in the Paris suburbs was held up by 
stoppages this week. 


One-way traffic 


There is a steady traffic of new cars west 
across Peace Bridge, which links the 
Canadian border town of Windsor, On- 
tario, with Detroit. What with Canadian 
tax refunds for tourists, free trade in cars 
between the two countries and a weak 
Canadian dollar, a motorist from the 
United States can save as much as $2,800 
by buying a new car in Canada. 

Personal imports of cars from Canada, 
though, are a mere drop in a torrent. In 
the first six months of this year, Canada 
exported to the United States 539,300 
vehicles, worth some C$14 billion ($10.5 
billion}—20% more in volume terms 
than in the same period of last year. All 
of which is good news for Windsor, the 
centre of the Canadian car industry. 

Windsor's biggest employer, Chrysler 
Canada, has two plants making vans 
there. In 1981, both plants were shut for 
three months and ran for only one shift 
when they were open; 8,000 Canadian 
workers were put on indefinite lay-off. 
Now, after the company won wage con- 
cessions from the car workers' union and 
spent C$400m on retooling last year, 
9,000 people are working two shifts a 
day. ler Canada hopes that this 
years profits will be even better than 
1983's record C$118m. 

The Canadian subsidiaries of both 
General Motors and Ford have engine 
and transmission plants in Windsor. 
Elsewhere in southern Ontario, General 
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Many of the workers are north Africans 
who will not accept repatriation grants as — 
the price of losing their jobs. Nor do 
retraining schemes interest them much. — 
Some say they do not understand enough 
French to be retrained and doubt whether 
they would get fresh jobs in any case as 
unemployment rises. n 

As well as the immediate problem of 
cutting labour costs and modernising pro- _ 
duction with robots, Mr Calvet has a 
longer-term concern. Reducing costs in 
1984-85 will prove to be only half his - 
battle unless he can come up with success- 
ful new cars. With debts nearing FFr50 | 
billion, his room for manoeuvre is small. — 


P 

af 

- 

4 

owt M. 
Pes 


Aeroengines 


| say, Algy, wizard 
idea 


Biggles, your time has come again— 
perhaps. America’s General Electric, 
which has spent the past 24 years extolling — 
the jet engine, is now betting that the 
airliners of the early 1990s will be powered 
by propellers. And it claims that this new — 





WINDSOR 


Motors plans to spend C$1 billion mo- 
dernising its Oshawa plant and $255m on 
its engine factory at Saint Catherine's. 
American Motors will build a new fac- 
tory to make small cars at Brampton, the 
home town of the state's premier, Mr 
Bill Davis. A big attraction for the 
Americans is the Canadian car industry's 
wage costs. They are one third cheaper 
than in the United States, thanks largely 
to the fall in the Canadian dollar. 

Canada is benefiting from its free 
trade agreement in cars and car parts 
with the United States. It increased its 
surplus in vehicles and components by 
24% to C$1.1 billion in the first three 
months of this year. But it still protects 
its home market. The Canadian govern- 
ment will let only 170,040 Japanese cars 
be imported in the year ending next 
March, scarcely more than in the previ- 
ous 12 months. 

Shortly before the announcement in 
June of that quota, Honda, the Japanese 
carmaker, said it would build a C$100m 
assembly plant at Alliston, the potato 
capital of Ontario. It is the first Japanese 
car firm to set up in Canada. 

Mitsubishi may follow soon in a joint 
venture with Chrysler, which closed its 
own engine plant in Windsor in 1980. 
The Canadian government has said it 
will cut the quotas on Japanese cars 
sharply unless the carmakers step up 
their investment in Canada. 
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generation of propeller engine, the “un- 
ducted propfan" will use 40-60% less fuel 
than today's turbofan jet engines. 

Orso said Mr Brian Rowe, boss of the 
GE aircraft engine group at this week's 
Farnborough air show. Others think Mr 
Rowe is dreaming. They include not only 
the two big rival engine makers, Rolls- 
Royce of Britain and America's Pratt & 
Whitney, but also Airbus Industrie, the 
European aircraft maker which over the 
years has ordered more than 500 jet 
engines from GE. Like almost everything 
in aviation, the opinions depend as much 
on business in-fighting as engineering. 

Nobody doubts that the propfan will 
come (Rolls and Pratt are studying it, 
too); the question is when. Airbus hopes 
it will be later rather than sooner because 
it is trying to sell the A320, its new jet- 
engined 150-seat airliner due to enter 
service in spring 1988. 

The choice of engines for the A320 lies 
between the V2500, made by a Rolls/ 
Pratt-led consortium, and the CFM56-5, 
made jointly by GE and by France's 
Snecma. The V2500 is an all-new engine 
and even GE admits that its CFM will not 


be able to match it for fuel efficiency. 
That implies that the V2500 will get more 
orders in the long run than the CFM 
engine, especially since the V2500 will 
probably be fitted for Boeing and Mc- 
Donnell Douglas airliners too. So the last 
thing that Airbus, Rolls and Pratt want is 
a propfan engine to distract potential 
customers from the A320 or the V2500. 

The other airframe makers, Boeing 
and McDonnell Douglas, can look on 
with some amusement. Neither has a new 
airliner to fly against the A320, so what 
harms the A320 must help them—indeed, 
McDonnell Douglas is talking of putting 
the propfan on its ageing Super 80 series 
by around 1991 in order to stay in the 
battle against Airbus and Boeing. 

Politics aside, the engineering argu- 
ments are still confused. The old genera- 
tion of propellers had two problems: 
noise and vibration. GE believes it can 
solve both. Under a $20m research con- 
tract from the National Aeronautics and 
Space Administration awarded in Febru- 
ary, it is testing a scale-model unducted 
propfan at Boeing's plant in Seattle. 
Flight tests are planned for the second 
half of 1986. The idea is to maximise 
efficiency by having two counter-rotating 
fans on the engine, which would probably 
be mounted at the rear of an airliner to 
minimise noise. 

If it does work, what then? The en- 
gine's fuel efficiency ought to attract 
every airline, but there are caveats. One 
is money. The propfan will be expensive 
to maintain, at least at first. The others 
are technical: asymmetric drag, for exam- 


ple, if one engine fails on a twin-engined 


aircraft; or the danger of damage to the 
fuselage if a bird shatters a propeller 
blade. And in the end, will the fuel 


Pulling computer-copycats' claws 


Britain's software writers have griped for 
years that illicit copying of their pro- 
grammes was hitting profits—to the tune 
of £150m ($195m) a year, on latest 
estimates. The industry is now cam- 
paigning for changes in the law to make 
things harder for the pirates. So far, the 
scale of the problem has been a matter of 
guesswork. Some unpublished research 
now gives believable figures and makes it 
easier to see what might be done. 

Copyright piracy takes two main 
forms. Commercially, the more impor- 
tant is “seepage”, or casual copying— 
the new playground game that grown- 
ups can play too. Less serious so far for 
the software houses is counterfeiting, 
when identical copies of programmes 
and their packaging are made. 

A research team at Newcastle Poly- 
technic questioned 365 companies that 
write and publish software about the 


extent of piracy. Initial results suggested 
that the industry might have exaggerated 
the problem. 

Just over half the firms said they were 
conscious of piracy of their products; less 
than a third said they were suffering 
measurable financial loss. Plenty 
thought they could stop the pirates with- 
out legal proceedings. More than three 
quarters of all respondents thought that 
their losses were below average. Some of 
them may have believed that piracy was 
a big threat without having any direct 
experience of it themselves. 

Closer examination shows that there is 
a real problem, but a narrow one. The 
Newcastle study shows losses of £4.8m 
from counterfeiting, of which £4.49m 
was accounted for by only 10 firms. 
Some £14.38m was lost through seepage, 
£8.5m from 15 firms. Nine of the 10 
counterfeited firms, and 12 of the 15 


savings of a propfan-powered aircraft 
introduced in the early 1990s be enough 
to offset the cost of keeping existing, less- 
efficient aircraft in the air meanwhile? 
Does Airbus have an answer to that 
dilemma? Naturellement . .. order the 
A320 now. 


Biotechnology 


A patent on 
everything 


Biotechnology companies used to fret 
that they would not be able to get patents 
to let them exploit commercially the 
products their bugs make. Now that the 
world's patent offices are starting to 
award the patents, companies have a new 
worry. The latest—and so far two mc 
important— patents are so broad that oth- 
er companies could be shut out of the 
industry unless they license the technol- 
ogy or take on an expensive legal fight. 

On August 28th, 10 years after apply- 
ing, Stanford University and the Univer- 
sity of California received a patent cover- 
ing nearly all products made by genetic 
engineering using simple organisms such 
as bacteria. Disputes over things like who 
developed these processes, and whether 
patent law can cover the creation of new 
forms of life, held up earlier approval. 
This is the second patent granted to the 
two Californian universities to be based 
on the work of Dr Stanley Cohen and Dr 
Herbert Boyer. The first was for basic 
biotechnology processes. 

The universities have probably already 
made $3m out of their patents, and they 
stand to make much more. Nearly all the 





seepaged ones, make computer games. 

So piracy seems to be mainly a prob- 
lem in the high-volume, low-added-val- 
ue market. Those software houses that 
specialise in expensive packages with 
commercial and industrial applications 
can afford to be more sanguine. 

But the computer-entertainment mar- 
ket is a big one, and its growth will, the 
British government hopes, breed com- 
puter literacy for a high-tech industrial 
future. How should it be protected? 

The industry's answer is simple. Make 
it clear that software is subject to copy- 
right protection (at present the law is 
confused) and step up the penalties for 
copying in breach of copyright. The 
software people say that similar action 
on videotapes last year has had a dramat- 
ic effect. Illicit video taping can now 
attract fines of up to £1,000 per article. 
That has cut the proportion of the video 
market that is pirated from 80% two 
years ago to 20% now. Still high, but 
more bearable. 
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If you're looking for a place to develop your business, the 
Isle of Man offers you a unique advantage. 


Freedom. And on more than one front. 


We won't, for example, lock up your profits by taxing them 
heavily. In fact, with Income Tax at only 2096 for both individuals 
and companies, no Corporation Tax, no Capital Gains Tax and 
no Wealth Tax, Surtax or Estate Duty, we'll leave you free to 
enjoy the fruits of your labour in peace. 

We'll also leave you free to pursue your ambitions, within a 
sensibly ordered legal and commercial framework. Though we 
are Europe's oldest parliament, with over a thousand years’ 
continuous and stable government behind us, you'll 
nevertheless find we're remarkably accessible and informal. 

We're generous, too. We offer substantial grants to new 
manufacturers coming to the Island. These cover plant, 
machinery and building costs as well as training and marketing 
needs. We also offer working capital loans on very favourable 
terms. 


Moreover, we offer you space to expand - and export. With 
Europe's only off-shore Freeport just 80 minutes away from 
London at Ronaldsway Airport, you'll find a unique 
industrial and distribution base combined with all the 
advantages of an off-shore financial centre. 
And, though we are not part of the United 


Europes oldest 
arliament will set 
your business free 








Kingdom or the EEC, our special arrangements with both make 
their markets easily accessible. 


If you'd like to know more about opportunities on the Isle 
of Man, or about our Freeport facilities, get in touch with us 
today. 


_ Isle of Man. 





£ ENS = 
To: Ken Bawden, Government Offices, Douglas, Isle of Man. 
| Tel: Douglas (0624) 26262. Telex: 628612 IOMAN G. 
| I'd like to know more about the Isle of Man. Please send me your 
Guide to industrial and financial opportunities C] 
h Freeport brochure LJ 
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73rd NORTH-WEST-GERMAN STATE-LOTTERY 


Government Controlled 





It's easy to participate: 


@ Please send us the order coupon - or if missing - a letter. 

@ Attach payment for the tickets you want, using either cash by 
registered airmail-postage, international postal order, cheque 
drawn by bank or travellers cheque. You can also pay for your 
ticket after receipt of the invoice. 

6 We send you the tickets, further information and the official draw 
schedule. After each class you receive the official winning list 
together with your ticket for the next dass, as your previous ticket 
is eliminated from the lottery after each class. 

@ You will be notified each time you win within days. Your prize- 





AL: 


Now: each end every Friday 
a million to win... 


This extraordinary chance and others are offered to you by the go- 
vernment controlled NORTH-WEST-GERMAN-STATE-LOTTERY. 

Extraordinary! Every 3rd ticket-number wins guaranteed within the 
period of the lottery. Total winnings for the 73rd lottery will amount 
toabout133 million DM. Alonethe Super-Jackpots entail 27 million DM. 


The maximum Super-Jackpot 
alone comes to 2 million DM. 


The prize-money is paid in DM, one of the strongest currencies in 
the world. The lottery runs over a period of 6 months - one class 
per month. 15-5۱۳ class gives you four chances in each of the four 
weekly drawings. The 6th class offer you 7 chances — that is 7 
chances to win! The prize-money increases from draw to draw. 
All drawings are supervised by state auditors. 


money will be transferred by cheque to any place you want. The 
prize-money is paid to you free of German tax and the whole a- 
mount will be paid without any deductions. You remain absolutely 
anonymous. 

6 We guarantee fast, reliable and confidential service world-wide. 


This is why it is interesting for you to join 
the lottery: 
1 x 2 million DM as maximum prize-money 
1 x 1 million DM 
24 x 1 million DM or 240 x 100.000 DM 
41 x 50.000 DM 


and in addition: 
147.461 x prizes up to 25.000 DM 





Mail to: Walther Ruge * Heidenkampsweg 32 
D-2000 Hamburg [ ۰ West-Germany 


mm mum mum uum umm m mm mm umm Order Coupon mm umm >< 





Secure your chance to win now! Mail your coupon today! 
Please write in German O English O Mr. O  Mrs.O Miss O 
Clear letter-printing please 

rE E e E 1 1L 1L LL du 1 Ll aL ÉL‏ و زر ار رش 
FONS LA ALL a ea 1-14. LL LLL ELI‏ 
Dep "LE oL ELE AL LA L LL E E ERE du‏ 
POM. 10 ۱۸۲ MA dli Ld E E E E E LE‏ 
لالا اال اا1 LA‏ الا GN LLL‏ 
Cow. LX E ۱۳ E E, E i. E Ea E LL‏ 


The 73rd NORTH-WEST-GERMAN STATE-LOTTERY runs from October 5th 1984 to March 29th, 1985 


4 


Win 10096 with a 1/1 ticket, or 50% with a 1/2 ticket or 
25% with a 1/4 ticket. Don't forget: either way, 
every 3rd ticket number wins guaranteed! Try your luck. se 


Please fill in the number of tickets you want to order with 








this coupon 


741,- (approx. 280,- US $ or 200,- £)" 
381,- (approx. 145,- US Sor 104,- £)" 









[ 
am 
| | | váfee | 201,- (approx. 78,- US Sor. 55,- £)" 


* The quoted US-S or £ equivalents are only a rough estimate. 
For exact exchange rates please ask your bank 








Charge my O DINERS CLUB CO AMERICAN EXPRESS -Card 
Name of Card Holderi 1 1 1 1 i 1 i i 11 1.1 01 1 1 J 
Aet NE ee 81 4:11 ladies ad. 


All prizes are for all 6 classes including air mail postage and 
winning list after each class. No additional charges! 
Valid only where legal! Not available to Singapore residents 
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iotech products launched over the next 
0 years will be bug-based. The universi- 
ties have effectively cornered the biotech 
"market until the next generation of genet- 
mc engineering starts making products— 
» probably not until around 1990. 
After the first basic patent was awarded 
n 1980, Stanford, which is organising the 
"ommercial licensing on behalf of the two 
Waniversities, shrewdly offered interested 
mpanies a special deal on the products: 
$10,000 a year for a licence, plus a royalty 
'anging from 4% to 10% depending on 

e product and process. Stanford hoped 

at these cut-price terms would discour- 
pee companies from challenging the pat- 

nts in the courts. 

More than 70 companies took up li- 
"ences. Merck, the big American drug 
Wirm, and Britain's ICI and Glaxo were 
“mong those that did not. Having missed 





n's economy 


Lran's economy could be in worse shape. 
€ country is still suffering the after- 
effects of revolutionary turmoil, and has 
ween at war for four years. Yet it is 
"ushioned by oil; has relatively little for- 
"ign debt; and economic management 
eems to be improving. 

Oil revenue—Iran’s only big source of 
foreign exchange—has not been hit as 
badly as Iraq had hoped by the tanker war 
m the Gulf which began in May. Iran's oil 
*xports that month fell from their normal 

.6m barrels a day (b/d) to barely 1.1m. 
wet by July, they had risen to 1.9m b/d, 
mainly because [ran was discounting $2-3 

arrel to offset higher tanker-insurance 

miums. In August, oil exports were 
wn again, to around 1.4m b/d. Buy- 
*rs—particularly Japanese ones, Iran's 
ain customers—were holding back in 
he hope of bigger discounts. 

Iran has avoided serious foreign-ex- 
hange problems by squeezing imports. 
m 1983, these hit a post-revolutionary 
record of $18.2 billion. The regime was at 
»nce trying to fulfil the wishes of the 
»owerful bazaaris, to satisfy consumer 
lemand and to push ahead with a lavish 
levelopment programme while still con- 
anuing the Gulf war. 

In February, after the visible trade 
valance had slipped into deficit, tight 
mport restrictions were imposed. The 
overnment was determined to head off 
he sort of foreign-exchange crisis that 
ran suffered in 1982 after export earnings 
ollapsed the year before. It said that only 
ssentials would -be imported—arms, 
1edical supplies, food and some machin- 
ry, such as for power stations. 
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athing in oil keeps it in shape 


the boat, they will now have to discuss 
less generous terms to get aboard. A new 
round of licences is likely to be an- 
nounced in January next year. 

On August 15th, the Swiss firm Biogen 
was awarded a European patent for al- 
pha-interferon—the first patent awarded 
for a natural genetic-engineering product. 
Biogen has already signed over its patent 
rights to the American company Scher- 
ing-Plough. Biogen will take a 10-15% 
royalty on sales of the drug which, it 
hopes, will treat the common cold and 
some cancers. But other companies, such 
as Genentech and its backer Hoffmann- 
La Roche, have been working on alpha- 
interferon and its derivatives, too. Roche 
has already challenged Biogen’s patent 
with the European patent office. It reck- 
ons that Genentech filed for an alpha- 
interferon patent first. 









TEHERAN 


Government departments were given 
strict spending limits, and warned that 
their budgets might be halved. They have 
been trying to get round this. For exam- 
ple, the ministry of heavy industries has 
arranged to barter oil for continued sup- 
plies of car kits from Talbot Motors. 

A lot of foreign businessmen have had 
problems getting paid this year. None the 
less, imports from Iran's two main suppli- 
ers, Japan and France, were higher in 
March than they had been a year earlier. 

The war is blamed for most economic 
problems, and is responsible for some of 
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On the carpet 


Iran's visible trade (Quarterty) 
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Source: IMF 


them. It takes up around 30% of govern- 
ment spending, has destroyed 60% of the 
country’s oil-refining capacity, and has 
virtually stopped economic activity in the 
industrially rich province of Khuzestan on 
the border with Iraq. 

Iran’s real gnp in 1982-83 was roughly a 
quarter less than before the overthrow of 
the Shah. Development has been slow, 
both in agriculture and industry. A five- 
year plan that envisages development 
spending on some public projects of $182 
billion has not been ratified by parliament 
because of criticism that, in the country’s 
present financial circumstances, the sum 
is unrealistically high. 

Iranians grumble about economic hard- 
ship, but seem to accept that it is a 
necessary cost of war. Inflation is roaring, 
although prices on the official market are 
fixed. Goods are tightly rationed—a 
monthly rice allowance of three kilos per 
person, for instance. 

Many commodities are available only 
on the black market, where a kilo of 
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` chicken costs $7 and all prices are rising 
all the time. The regime turns a blind eye 

to the black market: it is controlled by 
EE reci many of whom have close con- 


. nections with the regime, and are making 
. alot of money. 


While commerce flourishes, manufac- 
turing and farming do not. Agricultural 
production is well below pre-revolution- 


. ary levels, partly because of fixed govern- 


. ment prices, partly because of indecision 
. about land reform. Had there not been a 


squeeze on imports, manufacturing out- 
put would probably have been back to 


1978 levels this year. 


۳ 
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. Foreign businessmen say that the main 


۱ problems have been inexperienced man- 


agement and frequent changes in govern- 
ment staff. Matters, now, they reckon, 
are improving. Iran has more trained 
people than most developing countries, 


. despite the flight of the middle classes 
` after the revolution; and the revolution- 


ary managers are learning by their 


The regime's rhetoric makes it sound 
. less pragmatic than it is. Despite condem- 
nation of the Great Satan, Iran imported 
` $63m of goods directly from the United 
. States in the first three months of this 
_ year. Many more American goods (such 
85 spare parts for American-equipped 
. factories) come via third parties. 
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Sapphires 


A real gem of a 
recipe 





Artificial sapphires have helped Thailand 
to increase its exports of coloured gem 
stones from about $40m in 1978 to an 
estimated $350m last year. Some experts 
say these artificial sapphires are every bit 
as good as the real thing. Thailand pro- 
duces naturally only middling-quality ru- 
bies and sapphires, plus a variety of semi- 
precious stones. So Thai sapphire dealers 
have learnt how to cook up stones. 

The starting point of the Thai sapphire 
recipe is gueda—a stone found in Sri 
Lanka whose name translates to **worth- 
less" or “low grade". Nature makes sap- 
phires from gueda, though it takes mil- 
lions of years. The Thais beat nature at 
her own game by heating gueda to tem- 
peratures of up to 1,600*C. The process 
costs the occasional life, Bangkok dealers 
say, but the profit margins offered are 
massive. Gueda sells by the kilo; the 
sapphires made from it sell for as much as 
$2,000 a carat. 

While the makers of DIY sapphires 
count their profits, gem experts are argu- 


China's new pin-striped heroes 


Mr Bu Xinsheng is a shirt-factory man- 
ager and the hottest role model to hit 
China since the exemplary revolutionary 
soldier Lei Feng. Entrepreneurs and 
tough managers are the new heroes for 
the masses to follow. Whereas a nose for 
profit in the 1970s could land a man in 
prison, it can now put him on the front 
page of Chinese newspapers. 
For the past five years, in an attempt 
2 sort out the country's shambolic fac- 
es and farms, economic reforms insti- 
gated by China s top leader Mr Deng 
aoping have been making managers 
responsible for their enterprises' profits, 
letting them reward good workers with 


| bonuses and fire sluggards. To drive 


home the point to a nation which 
throughout its history has held up indi- 
viduals as examples to follow, the likes 
of Mr Bu are widely publicised. 

Mr Bu did not attain his status easily. 
He was threatened with murder by em- 
ployees, who did not take kindly to 
poeri pay cuts, and persecuted by 
ocal cadres uninitiated in the reformist 
movement. This brought his case to the 
attention of national leaders who sum- 
moned him to Peking. Except for the 
fact that Mrs Bu had a nervous break- 
down and is now in a Shanghai mental 


PEKING 


hospital, the Bu saga continues happily. 
His factory is expecting to make 2m 
shirts and a RMB1.2m ($380,000) profit 
this year. By introducing piece work, Mr 
Bu has doubled the pay of his 630 
workers since 1979 to RMB70 a month. 

Another hero is Mr Zhao Zhengping, 
who started a building firm in south-east 
China. Its efficiency is held up as an 
example to the nation’s construction in- 
dustry, whose sloppiness makes it the 
ا‎ boy of the state council. After 
the first year of operation, Mr Zhao's 
company earned RMB100,000. It was, of 
course, only a matter of time before Mr 
Bu and Mr Zhao met. Last month, Mr 
Zhao got a RMB2m contract to expand 
Mr Bu's shirt factory. 

Some Chinese worry that the new 
reforms could one day lead to persecu- 
tion for having capitalist tendencies. Mr 
Ren Xuping, a 20-year-old rabbit-breed- 
er, almost did not get his business off the 
ground because his cautious mother 
threw out his first rabbit. His father had 
been accused of being a capitalist-roader 
before the new reforms were adopted for 
raising chickens for private profit. 

Happily, Mr Ren the younger is now 
earning RMB2,600 a year. His village 
made a special banner for him: “Young 








ing about how to value the stones. Deal 
ers say that most sapphires sold in Bang 
kok have been heat-treated—either t: 
improve the quality of a natural sapphir 
or to make an artificial one. Despite th. 
sale of many thousands of artificial sap 
phires, prices are holding steady. 

Some dealers are shocked. They sa 
that home-brewed stones should bi 
cheaper than natural sapphires. Othe 
note that natural sapphires have for year 
been heat-treated to improve their colou 
and brilliance, yet few dealers give 
discount on heat-treated stones. 

While the row continues, the Sri Lan 
kans are challenging Thailand’s newly 
won position as sapphire capital of th 
world. They are restricting gueda ex 
ports, and trying to develop their ow 
recipe for cooking the stuff into sap 
phires—with little success so far. 


Golden-egg time 


with high ideals—helping others with 
rabbit-raising," 

Mr Yuan Zhenyang also faced opposi- 
tion to his plan to breed quails. Family 
and outsiders were set against it, but the. 
kindly financial bureau of his county 
encouraged him. His company is now 
worth RMBlm. The rabbit and quail 
tycoons have yet to meet. 
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Seven- foldi increase in US Sese reserves 


anounced. . 


successful well brings Audrey; gas sfeldi din. 


.. the North Sea closer to development. _ 
: FEBRUARY 


1pletion of development drilling for. 

alang field, Indonesia. ۱ ۱ 
ehly encouraging Tiffany app raisal ۱ 
Ilin North Sea raises. hopesfor —— 
cision on commerciality. — 


ue Dried 49 exploration and appraisal w wells with ۱ 


. 22 oil and gaa discoveries 


* Oil discovered offshore Gabon. 

~ West Africa. B 

E : APRIL. 

oe Substantial: increase in Company 

| doces acreage \ with acquisition of. 
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3 U pers cent. | 


| Profit after tax 


ma n. highlights some of the si ignificant steps fo 
pany during the first half of 1984. . 


Awaiting outcome of furth 
wells in UK, Indonesia, 


| United States, Sici ly and 1 


Successful explor: -< bring S 

proven reserves. Substantial 
reserves now being evaluated 3 
PRODUCTION AND DEVELOP 
July production reached 43. 000 barrels 


| oil equivalent per day - - highest gross daily | 


output in Company's history. . 
TRADING RESULTS 


-Pre-tax profit steady at £56.3 mil 


£56.2 million). After-tax profit £13. 2m 
(1983 — £16.9 million). 


DIVIDEND z a ۱ 
Interim dividend unchanged at 4. 3p nét ^ 
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om the East 


ere is life after empire for the 
trading houses that grew and 
red before the sun set on 
ain’s Far Eastern and Aus- 
an colonies. They still have 












ish commerce. For some, it 
n the unimperial . niche 
erseas traders" 
imes's share index; for oth- 














(miscellaneous)". But for 
€ attractions of a “no place 
home" strategy. seem stron- 
than ever before. . 





ms like Inchcape, Gill and Duf- 
, S. & W. Berisford and Harri- 
sons & Crosfield. The past 20 or 
years have forced on them 
more changes than most experi- 
in the previous hundred. 
ust this week, Dalgety cut its last 
irect link with New Zealand, 


1857, when it announced the sale 


Crown, a provider of support 
services to farmers, to a local 
firm, Cable Price Downer. 
. Of old, the overseas traders 
ved ` ‘the mercantilist dream. 
iey bought cheap food and raw 
materials from. the. colonies to 
ritain and sent back British 
anufactured goods. Colonial 
ji "ts were dolre trade was 









: Inchcape | 
Year-end Dec 3st x 


a + Turnover 







id place in the world of 
in the Finan- 


y the less glamorous ' ‘indus- 


irvival has not come easily to 


ere it has had a presence since . 


of its 24.7% stake in- Dalgety 


| "Teen profit parade 


of New Zealand to the planta- 
tions of Malaysia. Malaysia is 
perhaps the most extreme exam- 
ple of where the overseas traders 
have been bought out by the 
locals: Sime Darby and Guthrie 
are now owned by Malaysians. 
With only a couple of lucky 
exceptions, overseas traders have 
had to learn how to prosper amid 
retreat and consolidation. The 
experience of the successful sug- 


gests that there are three main 


lessons to learn in converting 


their businesses from the nine- 
teenth to the twentieth century. 
` @ Specialisation. 


Successful 
overseas traders concentrate on 
the businesses they know best, 
and build up strong, carefully- 
defended positions in their mar- 
kets. John Swire and Sons, the 
British holding company for the 
Hongkong-based Swire Pacific, 
focuses its attention on boats, 
aircraft and property; S. & W. 
Berisford relies on commodities 
trading and sugar; even once 
lack-lustre Inchcape has turned 
its attention back to its core busi- 
nesses. Of vehicle trading and 
shipping. ۱ 

@ Security. Although only a few 
of the overseas traders have had 
their assets nationalised, all are 


consolidating their holdings in 


politically secure areas, particu- 
larly in America or back in Brit- 
ain. Harrisons & Crosfield, for 
example, is swapping its Asian 
timber businesses for British 
ones; both Dalgety and S. E M 
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Harrisons & 
Crosfield 
Year-end Dec 31st 
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_ Turnover by market, 1983 s: 


into any business where the buy- group] 


ing looked cheap. That is an. in 1973 
advantage when a firm is trading n 
commodities, but it can be disas- . ain does 
trous when a group is buying: Dalget 
companies. In the rush to diversi- wards c 





nt. step ‘home 
its, conteste: 


fy, many a trading house has put - £74m 
a nasty red blotch or two on its Spille 


balance sheet. 


Solar topees to 
City bowlers 


Each of the traders has had to 

find its own market niches. But 
the logic of consolidation is forc- . 
ing most of the groups to jump 


through the same hoops: e- 


trenchment abroad and quick ex- 
pansion at home through take-- 
overs. The six companies this 
brief looks at in greater detail are- 


'value-added ventures in Bri 
and America. 
largely a commodities trader an 
producer. Instead ۱ 


in agre‏ 65 نب داوس 


9 to diversify trom i » 
modity trading into safer, high: ^ 
D 


But it remain 










food-processing 


not a comprehensive list, nor pi rices are 


even the biggest. 


lessons for success. 


Dalgety and S. & W. Berisford 


have matched each other virtual- 


ly move for move over the past- 


few years. Yet they are becoming 
increasingly different companies. 
Dalgety began. 


man. But, from 32% of 1979's 


£950m turnover, Australia’s and « 
New Zealand's contribution to- 


the group’s earnings fell to 21% 
of 1983’s £2.8 billion. By the end 


of this year, it will be out of New 


Zealand. 

Food processing, particularly 
in Britain and America, has been 
its preferred course--thongh it 
has Deen a pumpy. one. 
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Britain 2596 mim 


But they all. 
illustrate one or more of the three — 
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Berisford's biggest profit earner. 

But Berisford needs. more tha 
one big money-spinner. To prc 
vide a reliable source of cash, : 
purchased. British Sugar in 198 


after a hard-fought takeover bat 





۱ E tle that took two years and £2804 
life as an Britis 
Antipodean shepherd and herds-. 







ish Sugar is the onl 
beet dero chocs take án Britair 
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ae ER denial | policy 
In 1983, British Sugar provide 
about two ‘thirds of arene 





ae turnover. 
Berisford has m 



















xploration boom, 

mand for drilling 
Undeterred, Ber- 

à flyer on oil-and- 

in America. — — 

is running out of 

make more errors. Debt 
and, last year, interest 

te up about one third of 
fits. Pessimists worry 
management might not be 
nough to keep the compa- 


xperience of Gill and 
‘a couple of years ago 
what can happen when 

nt loses control of a 
ransition. In 1981, 


g by a .Hong- 


peration lost a further 
at's operating prof- 
only £13m after 05" 


Ihe group is now getting a grip 
1 itself but its troubles have 
owed the pace of diversifica- 
Despite continuing acquisi- 
by Clarkson Puckle, the 


° The sector 
cape and Harrisons & Crosfield, 


firm's rubber plantation 
nounced its new economic poli 
cy—no more than 30% of a Ma- 


'strictions On tea. | 

two giants, Inch-‏ و 
were slower than most to face up‏ 
to their changed circumstances.‏ 


The pair is now fast making up 


for lost time. 


bitter taste of confiscation in the 


1960s when its plantations were - 
nationalised by the Indonesian 
government. Then in 1970 Ma- 
laysia, home of many of the 
intations, an- 


laysian company may be held by 
foreigners by 1990. ۱ 
Harrisons at first tried to dodge 
the new policy. Traditionally, it 
had just managed plantations; in 


the late 1970s it began building 


up stakes larger than its custom- 
ary 37e—always with the idea 


that it could reduce them by the 
1990 deadline. When the Malay- 


sian government made clear its 


disapproval, Harrisons ch 


tack. In 1977, it combined “its Bos 


three largest plantation holdings 
into Harrisons Malaysian Estates 
(HME). In 1982, this was taken 


over by Harrisons Malaysian 
.,, Plantations Berhad, a locally- 
Harrisons & Crosfield had a. 


owned holding company in which 


-Harrisons has the maximum 30% 
Stake. The firm got £146m in all 
for its stakes in HME—most of 
which it used to pay off debts run 


up diversifying into chemicals. 
_ Harrisons pulled off a similar 


trick. with its exclusive timber 


concession in Sabah, where the 
government has given new li- 
cences to local companies. Harri- 
sons has reinvested the cash it has 
made pulling out in small British 
timber yards and companies. Its 
Sabah Timber is now the third 
largest in Britain, with annual 
sales of £200m. 


. Such. divestment yields dual 
benefits. By working with local 


partners, Harrisons is discovering 


Lonrho goes trekking too 


‘oup’s insurance subsidiary, Gill. | 


us relies on commodity 
Ostly. in cocoa-—for 


ut 85% of its pre-tax profit. 


83) is struggling back to 1980's 
hk 


James Finlay, another medi- 


-sized overseas trader, has _ 


id a different problem with its 
versification plans: good luck. 


can energy compa- | 
beverage makers and en- 
neering firms. It is a spread of 


that many believe Finlay 


co-ordinating from. 


۷ Offices. The company 
lost £1.5m from a 25% 
ture 


8 83 
Year-ened September 30th 


Turnover by area 
Total; £2.4bn 


Americas 496‏ کل 


Other 14%‏ مسا 
Source Company reports‏ 


back to - Si 


its former plantations w. 
guishing under local m 
ment. London Sumatra 
tions is effectively a sub 
dealing in palm oil, c 
and rubber—making 
one of the few foreign co 
to have been granted such 
leges. Its Indonesian plant 
are now valued at £150m 
The second benefit is ca 
diversification. Since the 
Harrisons has been buildi 
its interests in chemicals, p: 


larly specialty chemicals b 
chrome. From 15% of 
£58.3m operating profit 
sons’ chemical . business 
grown to 25% of 1983's 
profit. 

. Inchcape is still gray 

its future. Under | 

who came from the ch 
lever to succeed Lord Inc 
executive chairman at the 
ning of 1984, the group i 
ganising itself from top 
blackest spot was Thai Moto 


farm-machinery interest in T 


land that lost £8m price cutting 
pursuit of market share and th 
cost another £22m in restru 
ing. Inchcape's hope 
off the company t 


Malaysia's new economic polic 
First, it had to sell its To 
assembly plants and dealers 
in the country in 1982, and. 


Although Asia seems the natural habitat for Britain's overseas 
traders, probably the most publicly known among their number is 
the one associated with Africa—Lonrho (formerly the London 
and Rhodesian Mining and Land Company). Though an upstart 
compared with the pillars of Victorian capitalism (Lonrho was 


welded together only in the 1960s), it is a throwback to imperial 


daysinone important respect: itisa company made inthe image of 


its forthright chief executive, Mr "Tiny" Rowland. 


. Since he joined the firm in 1961, Mr Rowland has transformed 
Lonrho intoone of Britain'slargest companies, with a turnover of 
£2.4 billion last year. Profits rose 51% to £113.2m in the year 
ending on September 30, 1983, and hit a record £53m in the first 


half ofthis year. Yet, like other overseas traders, Lonhro is trying 


to diversify away from its colonial base. ۱ 
In 1983, 25% of group's sales came from Africa, where Mr 


۹ Rowland prides himself on knowing everbody worth knowing. 
| The problem is that, despite such 
.] nationalisationin Tanzania and backing Mr Nkomo in Zimbabwe ۱ 


setbacks 


-onrho's African businesses are profitable: 59% of its profits 


| come from there. In contrast, some investments outside Africa— 
; inthe Wankel rotary car engine or Britain's Observer newspaper _ 


and Hadfields Steel—have lost money. 


| This has not stopped Mr Rowland making Lonrho's biggest 
. |. recent investments in Britain and North America. The company. 
| built up a 29.9% stake in Britain's House of Fraser (owner of 
|. Harrods) during 1979-81, thoughatakeover bid was vetoed by the 
|. antitrust authorities. In 1979 and 1981, it spent £89m on Princess 
Properties, an hotel chain in Mexico and the Caribbean. The 
group's leisure companies, which include a flush of London 


casinos, may soon become the biggest contributor to profit. 


as temporary - 


peers to retreat to its 
commodity, motor trad 
shipping. It has recently. 

ed Mr George Turnbul 
industry mogul wh sf 
South Korea’s car indust 

new managing director. 

likely to take over the day-to-da 
management of the c 

from Sir David ina year or so 
prove the profitability of I 
cape's motor-trading ope 
which provided a mere 996 | 
1983's £70m pre-tax profits. 


and an extraordinary wri 
£26m (largely for Thai 
the firm plunged into a 
last year. " 
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s food ‘companies woke with a 
his week. To judge from the take- 
"the London stockmar- 
. But, up to Thursday, 
meat group Brooke Bond 
nglomerate J. Bibby 
selves on the end of a fork. 
> the sugar refiner Tate & 
d £290m ($380m) for Brooke Bond 
uly the big Anglo-Dutch conglomer- 
Jnilever has been biding its time. 
ris week, it pounced. Unilever is offer- 
£ in cash (or 114p a share) for 
e Bond, whose 3596 share of the 
Packaged tea market in Britain (through 
ach brands. as PG Tips s and Dividend) 


Taking ۱ over Br 


má for its Oxo 


would fit neatly with Unilever's big share 
(through Thomas J. Lipton) of the Amer- 
ican one. 


and fats | (t 
Flora, Ble 


Though higher than Tate & Lyle’s offer | 


(now worth £320m), Unilever may have 
to raise its bid if it is to take Brooke Bond 
away. At 116p by mid-week, Brooke 
Bond’s share price was hovering out of 


reach of both offers. Brooke Bond's 


chairman, Sir John Cuckney, had hoped 


for a white knight to rescue him, but not 


in the shape of Unilever. Irked that 
Unilever should have launched its bid on 
a Sunday without prior warning, Sir John 
wasted no time in dismissing it as 
“unattractive” 


referring inste 
grow by adding n new v Dusinesse ipd i 


Eua Mr Kenneth 


i Nestlé picks a Carnation for its buttonhole 


Wall Street is excited about Carnation 
for the first time in years. The American 
dairy foods group had become a byword 
n nd magement.. This, too, 


u the co company for 
83 per share, 


Fat ol worth on the previous 

y, and 50% above Carnation’s pre- 

ur share price earlier this year. 

it a third of the cash will go to the 

t family, which has run the compa- 

ny since founding it in 1899 and Conto 
of the shares... 

takeover. the = latest non-oil ac- 


d ی‎ ics ha with an à annial 

ver $16 billion—bigger than 

pods. Corporation or Unil- 

food division, and on a par with 
kes of Japan's Nissan or Holland's 

ips. Nestlé has been courting Carna- 

Or. several P years. It is easy to see 


as] ave similar product ı ranges. 
rsified out of dairy prod- 
1eavily food-oriented 

the two are world- 

3 d milk and com- 


۱ the two 


1983 turnover NESTLE | $13:3bn 


41-6%" Other | 
food and E 
grocery 74:296! ۰ 


*including pi pet foods. l NG 
‘Tinchiding chocolate, infant and frozen foods 


Source: Cóm Ee ny ieee 


Abie J and bees pet-food. pro- 
ducer in a market worth almost $5 billion 
a year, while Nestlé is also known for its 
chocolates and babyfood 

Neither is a fast-growing firm; both 
are. consistently profitable. Carnation' s. 
sales were virtually static at $3.4 billion. 
for the three years to the end of 1983, 
though its first half 1984 turnover is up 
596 to $1.7 billion. Its earnings, howev- 
er, have risen each year for the past 32 
years, recently from $172m in 1981 to 
$195m in 1983 and $112m in the first six 
months of 1984. The company has a cash - 
cushion of some $250m. and almost. no © 
short-term debt. - ۱ | 

Nestlé's - sales. were virtually un- » 


LOS ANGELES, GENE A ANE 


SwFr28 billion in ER or $1 


(due partly to consolidated C 


into a strong Swiss franc), th fi 
half turnover this year improved: by 


9.8%. But net profits have risen 
|. since 1980, almost doubling to 


billion in 1983. -A new stock 
SwFr300m was heavily. over 


‘a and the company 
recent estimate Pp 


SwFr5 billion. ۱ 
The merger gives hé Swiss g 


۱ long-sought springboa 


can 1 market. The United 


contrast, نی‎ only 27e of 
( and 1495 ofits profits) outsid 1 

Ali this, of course, assumes the merge 
goes through.. Nestlé is assu 


of Carnation's 34.8m outstanding ha 
and an option to buy 6.4m 
shares. But the trustbusters ir ay té 
dim view. Nestlé had trc : 
year when its. biggest attem 


tion to date—a $513m eg 


pucr oria pe given the | 
by the Federal Trade Commissi 
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«Pre-tax 


eckons the company should grab oppor- 
unitiesasthey come. 
Brooke Bond will not come cheap. 
Thanks to higher tea prices, its pre-tax 
profits for the half-year to the end of 
December rose 40% to £29. 1m. Andit has 
orecast 1984 profits of £70m—one reason 
why it has managed to stave off the 
ittentions of Tate & Lyle, which could 
now find itself the target for a similar bid if 
its offer for Brooke Bond fails. 
. H it wants to remain independent, 
ooke Bond must be hoping that Uni- 
Jever's bid is referred to Britain's monop- 
lie commission. Slim chance. Though 
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۵ Plantations, 
“a” transport etc 
DU 3-9. 
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j Agriculture 


First half at annual rate ‘Company estimate 


the combined group would dominate the 
world market for packaged tea, a merger 
would not add significantly to its share in 
either Britain or America. 

Brooke Bond's chairman, Sir John 
Cuckney, has told his shareholders to sit 
tight. About 75% of the shares are held 
by institutions. While there is still a 
chance of a rival bid from America, they 
will wait. 

Next to pounce this week was Barlow 
Rand, the biggest industrial-holding com- 
pany in South Africa. To prevent ru- 
mours spoiling a hoped-for deal, its chair- 
man, Mr Mike Rosholt, confirmed on 
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throug chout the World. 


























































ment-owned Taiwan Power comp: 
pay Eddie monthly instalments. of abot 
ری‎ to 331 for each ton of al the 
































"Bédow sand ‘Bibby because, lil 
many of the big industrial groups in Sou 
Africa, it has. outgrown its own patch. 
has only 2% of its assets outside Sou 
Africa, and hopes. to use Bibby as 


‘springboard | ‘into. Europe, and lat 


America. Barlow -wants to make _ 
agreed bid. because, through its. Sou 
African subsidiary Tiger ‘Oats (acquire 
in 1982), it already has a 28% stake. 
Bibby. Mr Rosholt and Barlow’s grot 
operations director, Mr Warren Clewlo 
sit on Bibby’s board. | 

Bibby has. pleased its shareholders. 1 
market value has grown from under - 
in 1970 to the £265m price tag that Bart 0 
was expected to put on it this week. 














is partly due to some timely acqui. 


tions—eg, the group Makin Paper Mii: 
in April. Of the £18.5m that it made - 
pre-tax profits in the year to the end i 
December, 1983, almost half came fro: 
its traditional “feeds and seeds" busines 
the rest from its growing share of pape 
glass and medical products. 

If successful, Barlow will probably ru 
Bibby on a loose rein. The one hurdle to à 
agreed bid this week was its financin 
Bibby's merchant bank, N. M. Rothschik 
has insisted on a cash alternative. Ar 
Barlow's biggest shareholder, the insu 
ance group Old Mutual, may be reluctai 
to see its 30% stake diluted through a 
offer composed mainly of nes 


Eddie Steamship _ 
In the swim 





TAIE 


The $18m lifeline thrown by Taiwa 


government to Eddie Steamship, one « 
the world's biggest bulk-carrier shippin 
lines, ad ie no more ie than delay 5 






agreemen 
nounced: on A us 31st, the gover 





China Shipbuilding 


and second i mi on seven of Ec 


ed ig e e dist of creditors are the bi 


p vari it a bad n name. Recently, 


SE ruled that the local broking - 


acific International Securities, 


ident, Mr Max Meier, had 


ed" the stock of a company 


teral Allied for two months 
“broken the rules). Pacific | 
C$22,500 


tio was fined 
1, 000), suspended from trading on 
(SE f 19 ei and told, in a 


‘the 1 repo 

ance, the Sun published the 

the broker and the reasons for 

yension. “The exchange’s policy is 

issue confidential memos,” says the 

VSE. “We do not feel the public should 
‘chow. k 

: Publishing names, it says, could harm 


Ameri banks Chase Manhattan (owed 
$88.5m) and Continental Illinois 
($21.5m). Neither of them is making any 
promises. Last week, Continental Illinois 
seized two of Eddie's 42 ships, bringing to 
30 the number laid up or auctioned since 
Eddie ran into trouble earlier this year. 
Eddie made the mistake of buying $88m 
worth of secondhand vessels between 1981 
and 1983—just as freight rates started to go 
down. 1 was not until the New York firm of 


the‏ وم هر اه بجر 
bts of hai backed by‏ 


er ad more drastic cure, یز‎ 
die a much smaller company. 

18m loan agreed with Taiwan 

ill pay off the $15m that Eddie 

uel suppliers and other trade 

and some $3m in unpaid wages 

crew. However, local observ- 

the decision to drip-feed the 

ie over the next jose or so will 


rt. "Much to the 


VANCOUVER 


the reputation of rule-breakers and their 
business. An odd way to regulate a 
market? Yes, reckon the VSE’s critics. 
They say it should follow the lead of its 
rivals in Toronto and Montreal, which 


-. ^ both make known the names of rule- 


Unequal shares _ 
Canadian stockmarkets:1983 turnover- 
by value 


۱ by volume 
Totat C$39-5 bn 


Total no. of shares 
7 8۰ inu 


Source: Toronto Stock Exchange Winnipeg tess than 0-1% 


London stockbrokers 


Autumn brides 


More tarriages in the City of London. 
On September 3rd, Scrimgeour Kemp- 
Gee, one of Britain's biggest stockbrok- 
ing firms, announced that it will combine 
with the broker Vickers da Costa (UK). If 
the stock exchange clears the deal, Amer- 
ica's Citicorp, which already owns 29.9% 
of Vickers in Britain and all its east Asian 
operations, will take 29.9% of the merged 
group (the most that the stock exchange 
now permits), and the rest when the rules 
are changed. On August 30th, another 
big stockbroking firm, James Capel, an- 
nounced a similar hook-up with the 
Hongkong and Shanghai Bank. 

Two other firms are in serious talks 
with potential stake-takers. Phillips & 
Drew is discussing the meaning of life 
with Bank of America, the world's second 
biggest bank and owner of the American 
discount broker, Charles Schwab. The 
smaller Laurence Prust is talking with 
suitors which include the state-owned 
Banque Nationale de Paris. 

The latest alliances. bring to 27 the 
number of securities firms which have 
chosen outside partners. Most of them 
have done so in the 13 months since the 


stock exchange council announced the 
deregulation by 1987 of London's securi- 


ties market. This. unleashed bankers 


ow hungry for a stake in stock exchange firms 


p capital. Of the 10 biggest stockbrokers, ۱ 


who were themselves hungry for more 


est) exchange, Vancouver is. 
its competitors (see on share ; 


r سیم‎ E 
VSE accounted for m aer ; 


year has dropped to T 2%. 
The Vancouver exchange’s cha 
Mr ian ae „blames th he 


disclosure. a broke 

the big Canadian firms are shunnin 

speculative stocks traded on the V 
Time for it to name names? This m 

says Mr Hepburn, Vancouver pla 

review its practice of issuing confiden 

reprimands to rule-breakers. The r 

will be conducted in private. — - 


all but one, corporate finance spec 
Cazenove, have now pine spoken or 


diac it used to. | 
where the profits will be 
means more capital. Exit 
Second, foreign purch 
dragged their feet just a f 


and clearing banks were payir 
exchange firms have now got tl 
on. The terms of the latest cro 
are believed to be in line ¥ 
acquisitions of big broki 

ing Warburg's £60.4m valuatioi 
& Pitman and the £78m pri 
Hoare Govett, of which Ameri 


rity Pacific plans to buy 80-9096. V 
aa و‎ es knows that t the 
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However, Wall Street's big boys are 
E^ for the most part, refusing to take 
stakes in existing firms. Shearson Leh- 
- man/American Express plans to buy the 
- stockbroking firm L. Messel. But others 


E say they prefer the route taken by Pru- 


YT 


Bache of hiring individuals with fat ad- 
dress, books and setting up their own 
stock-exchange firms. 

They are likely to start buying super- 
stars in earnest once the Bank of England 
makes clear its plans for the market in 


Provided the banks stand 


Ever since Mexico's near-default in 


1982, the world’s big banks have been 
trying to protect their balance sheets 
against the possibility of widespread de- 
faults. The result is a patchwork of rules 


and guidelines which owes as much to 


tax breaks at home as it does to the 
banks’ fear of losses on their foreign 


loans, Differences in accounting rules 
and the use of hidden reserves have left 


depositors and investors bewildered 

about the banks’ true financial health. 
Swiss banks have probably been the 

most prudent—though it is hard to tell, 


"because they hide their strengths (and 
weaknesses) behind shifts in and out of 
inner reserves. In 1983, Switzerland's 


federal banking commission told all 
banks to set aside at least 20% of the 
value of their "problem loans" to debtor 
countries by the end of the year. Al- 
though they were free to make their own 


definition of what constituted a “prob- 
lem loan", the big three Swiss banks 


(Swiss Bank Corporation, Union Bank 


of Switzerland and Credit Suisse) have 


all probably set aside more than they 
were asked to. 

West German banks have bitten the 
bullet, too. The federal banking supervi- 


sory office in Berlin has unofficially 
urged German banks to step up their 
provisions against bad debts, including a 


minimum of 40% against loans made to 
Poland, which owes them around $2.6 


billion. Some German banks have set 
aside even more. Deutsche Bank, for 


example, has made provisions for nearly 
40% of its loans to all countries which 
have rescheduled their debts. 

In Britain, thanks partly to prodding 
by the Bank of England, the big four 


clearing banks (which have lent around 


$18 billion to Latin America) have made 
large increases in their bad-debt provi- 
sions. The Japanese ministry of finance, 
by contrast, has insisted that banks must 
provide between 14% and 5% of the 


Four largest British banks: 


Loan loss reserves as % of 
loans outstanding 


Specific 
reserves» 


Deutsche Bank has a clear view 


loans made to a list of 33 countries which 
have either delayed making payments on 
their loans or rescheduled them. The big 
French banks are thought to have set 
aside around 20% of their loans to Latin 
America. 

It is the American banks—owed the 
most ($73 billion by Latin America, 
another $36 billion by other poor coun- 
tries)—that have set aside the least for 
bad debts. In November, in return for 
agreeing to increase their contribution to 
the IMF, congress insisted that the Fed- 
eral Reserve lay down tougher stan- 
dards. Banks must now make provisions 
ranging from 10% to 15% of their loans 
to countries with * ‘value- -impaired loans" 
(ie, those whose value has dropped). As 
this category includes only countries 
whose debts have almost certainly al- 
ready been written off (Zaire, Sudan, 
Nicaragua, Poland and Bolivia), the ef- 
fect has barely been noticed. 

True, American banks have stepped 
up their overall bad-debt provisions, but 
much of the increase has been accounted 
for by the sums set aside for loans made 
to American companies (eg, in the form 
of energy loans). Provisions for lending 
to debtor countries, particularly those in 
Latin America, are still small compared 
with those made by the European banks. 

One reason for this contrast is the 
difference between countries! tax sys- 
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gilt-edged securities (government bonds) 
this autumn. Against that day, Britain's 
brokers—and their buyers—are working 
overtime to devise gold and silver shack- 
les to keep top talents, especially the 
younger and brighter ones, at their desks. 


tems. Where the taxman considers provi- 
sions against sovereign debt to be part of 
a bank's "general" provisions (ie, those 
for risks that have yet to be identified) 
they cannot usually be offset against tax. 
Where they are counted as "specific" 
provisions (e, tied to specific bad debts) 
then they usually qualify. 

Swiss banks get the biggest tax breaks 
of all. The rules vary from canton to 
canton, but in practice all specific provi- 
sions and most general provisions are tax 
deductible. Banks in France, West Ger- 
many and Luxembourg are allowed to 
count their provisions for sovereign lend- 
ing as specific. 

In Britain, such decisions have been 
left to the inland revenue, which has 
studiously avoided any general rulings. 
In America, provisions to cover “value- 
impaired" loans are tax deductible. Cash 
set aside to cover bad or doubtful debts 
to developing countries must be included 
in loan-loss reserves. All told, a maxi- 
mum of 0.6% of assets at risk can be 
offset against tax. The Japanese are even 
meaner: until this year Japanese banks 
were obliged to deduct their special 
sovereign debt provisions from after-tax 


earnings. As a result, Bank of Tokyo was 


hit particularly hard. 

Bigger tax breaks could, however, 
prove a mixed blessing. If and when 
worries about international debt blow 
over, banks in France and West Germa- | 
ny could face some nasty questions over ' 
their big provisions when the taxman 
comes to audit their books. Their only 
guide so far is a recent ruling by a West 
German federal court, which rejected a 
challenge by the taxman against the 
West German subsidiary of an American 
bank which had set aside 100% of inter- 
est and 50% of the principal on its Polish 
loans. The court ruled that the provi- 
sions were allowable against tax. But, 
say lawyers, that decision should not be 
taken as a precedent. 


Nine largest US banks: 
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[he mathematics of mayhem 


b... is no longer pandemonium. Truly chaotic phenomena can never 


le explained, but, according to an emerging theo 


, Simple mathemat- 


ts Can now predict what happens when order col apses. The implica- 


ions could be far-reaching. 
bundations of science. 


ome even believe the theory will shake the 
Iready there is talk of pron uses, from 


esigning fusion reactors to preventing heart attac 


zience is about cause and effect. Apples 
MI because of gravity; creatures look the 
ay they do largely because of blueprints 

their genes. Scientists believe that, in 
"inciple, every phenomenon can be ex- 
mained in this way. In practice, though, 
ey concentrate on effects that are regu- 
¢ and predictable. Large tracts of the 
rbulent world remain beyond analysis. 
Picture how a smooth, calmly flowing 
ream plunges into a swirling torrent, or 
thin flame billows into strange shapes. 
rderly behaviour, explicable in terms of 
nple fluid dynamics, becomes a mathe- 
atical mess. A growing number of scien- 
its realised that this cannot be the end of 
e story. 
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The first inkling came from meteorolo- 
gy. In the 1960s, Dr Edward Lorenz, of 
the Massachusetts Institute of Technol- 
ogy, uncovered the weatherman's night- 
mare. He built a model that reduced the 
physics of the atmosphere to a few mathe- 
matical equations and used these to simu- 
late weather forecasts on a computer. 
Repeating one forecast, he fed the com- 
puter with data (eg, temperature and 
pressure) rounded off to three decimal 
places rather than the usual six. The new 
forecast was alarmingly different from the 
old one. A weather forecast, in the jar- 
gon, displays "sensitive dependence on 
initial conditions". 

This came as an unwelcome surprise. In 


meteorology, as in most branches of sci- 
efice, it had been customary to believe 
that relations between cause and effect 
were "linear": small changes should have 
small effects. But Dr Lorenz's equations 
were non-linear, and small changes were 
having big effects. This is why long-range 
weather forecasts may forever remain 
notoriously poor: the flapping of a butter- 
fly's wings in Hongkong might affect next 
month's weather in London. 

Dr Joseph Ford of the Georgia Insti- 
tute of Technology argues that sensitive 
dependence is the kernel of chaos theory: 
if you spin a roulette wheel, the place 
where the ball ends up is determined not 
by chance but by all the little forces acting 
on the ball and the wheel. Given enough 
information about how the ball was 
thrown and the wheel spun, roulette 
forecasts could rival weather forecasts. 


Routes to chaos 

How can simple causes produce chaotic 
effects? For one answer, turn to biology. 
In the early 1970s, Professor Robert May 
of Princeton University in New Jersey 
devised an unrealistically simple mathe- 
matical model of the dynamics of an 
insect population. It contains only two 
things: a natural (exponential) reproduc- 
tive rate and a finite food supply. None 
the less, merely by increasing the food 
supply, he was able to tune through an 
intricate range of possible developments 
that had all the richness of the real world. 

With little food, the population dies out 
altogether. Repeat the calculation with 
an increased food supply and the popula- 
tion reaches a stable level. But as food 
becomes more abundant, things start to 
go awry. The population begins to wax 
and wane on a regular cycle. First it 
returns to its original value every two 
years, then every four, then every eight. 
This "period doubling" accelerates as the 
food supply is increased. Very soon, the 
population begins to vary in what is, to all 
intents, a random fashion—just as real 
insect populations do. 

As a result of Professor May's work on 
insect populations, Dr Mitchell Feigen- 
baum, then at the Los Alamos National 
Laboratory in New Mexico, made an 
important mathematical breakthrough. 
He showed that Professor May's formula 
was not unique; it belonged to à whole 
class of equations that took exactly the 
same period-doubling route to chaos. As 
the control parameter (eg, insect food 
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supply) was varied steadily, the ratio of 
the intervals between two successive peri- 
od doublings was always the same: about 
4.6692. This number, along with a few 
other “Feigenbaum numbers", popped 
up in a computer simulation of turbulence 
in fluid flow performed by an Italian, Dr 
Valter Franceschini. Chaos theory had 
begun to take shape. 

Period doubling is not the only route to 
chaos. At a conference on chaos last year 
at Los Alamos in New Mexico, six other 
routes were discussed. Most are still con- 
fined to abstract mathematics. One that is 
not is called intermittency. Short bursts of 
chaos are separated by intervals of regular 


behaviour. By varying one parameter, it is 
possible to make the bursts more frequent, 
until chaos takes over completely. 

Work by Japanese scientists on Joseph- 
son junctions (superconducting electronic 
switches) confirmed that intermittency is 
not just a theory. By increasing the cur- 
rent through the junction, they shortened 
the average period between bursts in the 
otherwise regular oscillation of the volt- 
age. [ntermittency looks just like random 
static, caused by some external source, 
but is in fact connected with the mathe- 
matics underlying the experiment. 

To study even the simplest examples of 
chaos, a computer is essential. A pendu- 


The geometry of turbulence 


The chaotic products of a turbulent 
world, such as billowing clouds or craggy 
mountains, cannot be described by the 
textbook geometry of Euclid and Des- 
cartes. Over the past 20 years, Professor 
Benoit Mandelbrot, of the IBM Re- 
search Laboratories in New York state, 
has championed a new geometry to de- 
scribe chaotic structures. His approach is 
finding all sorts of unexpected uses, from 
metallurgy to the cinema. 

Fractal geometry deals with real ob- 
jects, but ones that have a unique prop- 
erty. No matter how much they are 
magnified, new details appear on a 
smaller scale, identical to the previous 
detail—like opening a never-ending set 
of Russian dolls. A good example is a 
coastline: the closer you examine it, the 
more detail you find. Professor Mandel- 
brot's idea is very simple. One number 
can describe exactly how rough, wiggly 
or fragmented such an object is; that 
number is the object's dimension. Which 
means accepting the idea of a fractional 
dimension. Those who objected to the 
fourth dimension (time) are not likely to 
appreciate the 1.5236th. ۱ 

This mind-bending idea was intro- 
duced by the German mathematician 
Felix Hausdorff in 1919. A fractal curve 
may fit on a piece of paper, but as it is 
magnified, the ever-increasing detail 
adds to the length of the curve—theoret- 
ically without bounds. So the fractal 
curve is infinitely long. 

Now for the hard part. Because the 
fractal curve is so long, it tends to fill up 
much of the surface it is on. Not quite 
enough, however, to qualify as two- 
dimensional (as a surface does). So set- 
tling for a dimension between one and 
two is a mathematically plausible com- 
promise, however inconceivable it 
seems. The value of the dimension can 
be calculated, using a complex formula, 
from the rate at which the length of the 
fractal curve appears to increase as it is 
magnified: that is, the rate at which new 
detail appears. And calculating the di- 
mension has some very practical applica- 
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tions. Consider two: 

6 Metals. The fracture surfaces of met- 
als are jagged to varying degrees: not a 
very illuminating fact. Professor Man- 
delbrot and colleagues found that the 
fractal dimension of the rough fracture 
surface can be calculated from experi- 
mental measurements. The dimension 
decreases with the toughness of the ma- 
terial. So measuring the dimension pro- 
vides a new tool for testing materials. 

© Batteries can break down because of 
metal deposits on surfaces inside the 
battery. These grow out in fractal-shaped 
tendrils, eventually shorting the battery. 
Understanding this growth is a first step to 
averting it. Dr Robert Brady and his 
colleagues at Cambridge University have 
just confirmed experimentally that their 
simple fractal model of the electrodeposi- 
tion of copper is accurate. 

In his book “The fractal geometry of 
nature", Professor Mandelbrot gives ex- 
amples of stunningly realistic scenery 
designed by computer simulation using 
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All done by computer: a fake fractal valley 





lum driven by a motor is à good exan 
Its behaviour can be summed up by 
equation, and encoded into a comp! 
On the computer screen, the resear 
uses a convenient mathematical sl 
hand to represent the pendulum, a si 
point in an abstract world called p 
space. The point contains all the rele 
information about the pendulum in 
real world— not only its position, but 
its velocity. If the pendulum is swin 
regularly, the point travels in a cl 
circuit. But as the power of the mot 
increased, the pendulum begins to 
about in a chaotic manner. 

So what? Well, this pendulum mal 


the laws of fractal geometry. All yot 
have to do is ask a computer to draw : 
particular structure—a cratered sphere 
say—and give it a fractal dimension; i 
you choose a number just over two, yot 
get a smooth sphere. If you ask for onc 
just under three, you get a rugged. 
mountainous planet. The most recent 
success, by Dr Richard Voss, also at 
IBM, was to reproduce images of clouds, 
the epitome of turbulence. Film produc 
ers have been quick to catch on. A team 
of computer buffs working for Mı 
George Lucas have generated artificial 
fractal landscapes for far-flung planets in 
the latest "Star Trek" films. 

Fractal geometry can also be applied 
to financial indicators with some success. 
When displayed on a logarithmic scale, 
the long-term and short-term variations 
in share prices or interest rates have the 
same fragmented shape: the line is a 
fractal curve. Again, each line has a 
single fractal dimension. This implies 
that they are under much the same 
influences: not a reassuring result for 
those who think they are affecting or 
controlling share prices. 
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aple but not unrealistic model of an oil 
,, Swaying to and fro in the North Sea. If 
È rig begins thrashing about in a tumul- 
»us way, the problem is no longer 
ademic for the engineer. More involved 
edels of oil rigs have been investigated 
Professor Michael Thompson of Uni- 
sity College, London. Chaos results, 
ven via period doubling. 
To the eye, the pendulum moves errati- 
My. The computer, however, gives 
»re profound insight. If a record is kept 
the places that the point visits on the 
een, a pattern gradually appears, as if 
t of a mist. These patterns—known as 
ange attractors—have become em- 
tms of chaos theory. They represent the 
suspected order in chaos. 


aos applied 
Kk theory is turning up in some unex- 
d places. Astronomy is one. Planets 
vit the sun and moons orbit planets 
th archetypal monotony. But look clos- 
and you find that even here there are 
1otic motions. The best example may 
a tiny moon called Hyperion, which 
vits the planet Saturn. Most moons, 
? the earth's own, rotate on their axis 
the same time it takes them to rotate 
wnd the planet—which is why you 
'ays see the same side of the moon. 
Not so Hyperion. It seems to be tum- 
ag around its orbit like a drunken 
eller. This was noticed during the 
ent Voyager mission past Saturn. Dr 
k Wisdom of the University of Califor- 
and colleagues have an explanation. 
ien they take into account Hyperion's 
i shape, described as somewhere be- 
'en a hamburger and a cigar, and feed 
into the equations that govern the 
on's motion, they find that the solu- 
to these equations behaves in a 
ic way. The moon rotates on its axis 
fits and starts, tumbling rather than 
ning. 
rom the astronomic to the microscop- 
chaos theory is infiltrating atomic 
'sics. One obstacle to the peaceful 
lication of fusion power—the release 
arge amounts of energy from fusing 
rged hydrogen atoms—is that the fuel 
not be contained for long enough to 
p the reaction going. Charged 
rogen atoms—collectively called plas- 
—are held in place by a powerful, 
ghnut-shaped magnetic field. But the 
metic field has a tiresome habit of 
ling its way into the plasma, and 
ning what scientists call magnetic is- 
is. The islands grow and multiply and 
ntually become turbulent. The plasma 
iders off, melting a chunk of the 
‘tor walls. 
‘sing computer simulations, research- 
at Princeton University have found 
, as they change the magnetic field or 
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the density of plasma in the reactor, chaos 
theory accounts well for the turbulent 
behaviour that results. The hope is that, 
in future, fusion reactors can be designed 
to run more smoothly, by knowing exact- 
ly how and why chaos takes over. 

Biology has not escaped the theory. Dr 
Richard Cohen, of the Massachusetts 
Institute of Technology, has run a com- 
puter model of the heart, which simulated 
many of the 60 or so irregular rhythms 
that physiologists have observed in the 
way the heart beats. He was able to tune 
through these different patterns by vary- 
ing the time that muscle fibres stay con- 
tracted in the ventricle, the central pump 
of the heart. One of the rhythms, Dr 
Cohen discovered, goes through a pattern 
of period doubling and leads to potential- 
ly fatal “ventricular fibrillation”, where 
different parts of the heart are beating 
chaotically out of step. 

A more difficult task is confirming the 
simulation studies in real hearts. By ap- 
plying electrical pulses to chicken heart 


cells in the laboratory, Dr Leon Glass of 


Canada’s McGill University and his col- 
leagues have found that the responses can 
be explained by the equations of chaos 
theory. Dr Glass suggests that two or 
more “pacemaker sites" in the heart can 
affect each other, like the motor driving 
the pendulum, and lead to chaotic 
behaviour. 

Dr Arun Holden of Britain’s Leeds 
University is applying the theory to the 
human brain. Using similar methods to 
those of Dr. Glass, he has shown that the 
responses of nerve cells to electrical 
stimulation also follow predictable routes 
to chaos. Dr Paul Rapp of the Medical 
College of Pennsylvania is working on a 
model of the brain that allows some cells 
to behave chaotically. Using mathemati- 
cal models, he is looking for a mechanism 
that would explain epileptic seizures. The 
idea is that the seizures might spread, like 
the butterfly effect in weather forecast- 
ing, from very small instabilities in a few 
cells. 

One field for which chaos theory might 
seem particularly appropriate is economic 
and social theory. Dr Alvin Saperstein of 
Wayne State University in Michigan has 
recently described a chaos-theory model 
for the transition from arms race to war. 
He concluded that the Soviet-American 
arms race is at the moment not en route to 
chaos, but admits that the model, like 
Professor May’s insect-population mod- 
els, is very crude. 


Challenging physics 

Some chaos theoreticians, not content 
with such practical applications, are out 
to revise the laws of physics. They have 
already made their point with Newtonian 
mechanics, showing that pendulums and 
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planets are not necessarily reliable. Em- 
boldened, they are attacking the bastion 
of quantum mechanics, which explains 
the workings of the atom. 

The challenge is to explain how atoms 
of hydrogen can be stripped of electrons 
by intense microwaves. Experiments 
have confirmed the effect; chaos theory 
claims it can predict it, but quantum 
mechanics cannot. According to the cha- 
os-theory approach, electrons drift away 
from the hydrogen atoms, because they 
are being jiggled too hard by the intense 
microwaves—the pendulum again. Quan- 
tum mechanics, however, says that ioni- 
sation (loss of electrons) depends only on 
the frequency of the radiation, not on its 
intensity. And microwave radiation, by 
this criterion, is unsuitable for ionising 
hydrogen. 

So is quantum mechanics outclassed? 
Most scientists think not. According to 
Dr Roderick Jensen of Yale University, 
quantum mechanics will eventually give a 
satisfactory explanation. The calculations 
are just too mathematically strenuous at 
the moment. 


fx 





Hyperion stumbles 


Chaos theory seems to challenge con- 
ventional science on many fronts. So is it 
fruitful heresy, as the proponents would 
have it, or simply hype? Certainly, some 
scientists. feel that the word is too 
sensational. They argue that the crux of 
the theory, non-linear dynamics, has 
been around for decades. Moreover, 
chaos theory accounts for only weakly 
turbulent effects; the full rush of a bub- 
bling stream is still a closed book to 
science. 

Yet the evangelists of chaos theory 
maintain that it is nothing less than a 
revolution in scientific thought, opening 
whole new areas of nature to the inquisi- 
tive mind. The methods of chaos theory 
have even reached the kitchen sink. Dr 
Robert Shaw of the University of Califor- 
nia at Santa Cruz is just completing a 
seminal treatise on regular and chaotic 
behaviour in a dripping faucet (to non- 
Americans, a tap). 
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An authoritative carefully researched and de- 
tailed report/forecast has just been published on 
— Î the European Fine Paper Industry covering the 
| major 13 producing and consuming nations. 
The study (by A. M. J. Galsworthy, formerly 
` | Planning manager for English China Clays in 
| their Paper Industry Division in St Austell, Corn- 
wall, and R. A. Wright, formerly Managing 
Director of BIS Marketing Research Ltd, Lon- 
| don) examines in depth trends in fine paper 
| consumption in W Europe to 1988. 
| erie all grades of Printing and ont 
Papers, forecasts are given by year, country an 
r grade. End use markets as well as quality 
- | and printing trends are closely examined together 
with production and capacity developments. 


` | Also included is a clearly argued examination and 
forecast of the macro economic and financial 
JE Me and outlook for Europe and N America to 


. | Copies of the report (£1,300) are available from, 





` | A.M. J. Galsworthy at 
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fagnosing union ills 


wARKS FLY: A Trade Union Life 
Frank Chapple. 
‘hael Joseph. 240 pages. £10.95. 


books about trade unions are as dull 
ranch meeting dominated by hard- 
activists arguing over points of order. 
*y are the work of woolly academics 
9 don't understand the dirty reality of 
-to-day industrial life. Mr Chapple's is 
Kedly different. But then so is the 
in, compared with most British trades 
son leaders today. 
"ublished at the start of the 116th 
ual conference of the Trades Union 
gress, it lays into most of the promi- 
at figures past and present in a TUC 
ch the author sees as "submerged in 
liocrity". Mr Chapple, a blunt, crude- 
aking electrician from the east end of 
adon, rose to lead the electricians’ 
on, the EETPU, after routing the 
'ot-rigging Communists who had ruled 
union; he helped to win a celebrated 
wt case against them in 1961. He knew 
left's tricks only too well: until 1959, 
himself had been a member of the 
mmunist party, but appears to have 
ome just as big a nuisance inside as he 
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has proved outside during his 46 years in 
union affairs. 

Mr Chapple has no illusions about what 
has gone wrong. He blames two kinds of 
trades union leader, still much in evi- 
dence this week at the Brighton confer- 
ence. One is exemplified by Mr Arthur 
Scargill: 

Scargill is a big-mouth and a raging egomani- 

ac who ceaselessly plays to the gallery of the 

far left and spends much of his time manipu- 

lating the media he professes to despise. 
The path of the left-wing clowns and 
loonies, according to Mr Chapple, has 
been smoothed by the pusillanimous be- 
haviour of powerful centrists in the La- 
bour movement. Mr Chapple is frequent- 
ly outraged by the way men such as Mr 
David Basnett, leader of the general and 
municipal workers' union, the 
GMBATU, is always pandering to the 
left in a mistaken desire to preserve unity 
in the ruling councils of the TUC: 

The key figure among the TUC moderates is 

David Basnett, who wanted to "lead" the 

General Council and remains best placed to 

do so. He is the senior and most experienced 

General Council member and also heads the 

third biggest union. Unfortunately, he is a 

great disappointment. He too often falters, 

has second thoughts, and he appears to 


believe in unity even if it buries him. Even 
now he could do much to bring the move- 
ment back to sanity, to save it before he 
retires... my appeal to him is to stop 
trimming and to stand up for what he really 
believes in. 
A year ago, Mr Chapple took his turn as 
president of the TUC at the conference 
which marked the so-called new realism, 
articulated by Mr Lionel (Len) Murray, 
the general secretary who retired this 
week, a disappointed man. Egged on by 
the tough, ebullient chair, Mr Murray laid 
into the brothers for their reluctance to 
face reality. He wanted them to concen- 
trate on working for their members rather 
than dissipating energy in pointless politi- 
cal posturing against an impervious 
Thatcher government. 

Mr Chapple hoped that last year's 
conference would be a turning point to- 
wards a union movement in Britain that 
could clean up its act, and deliver real 
benefits for the millions of ordinary 
members bored by the left's politicking. 
Indeed he has to review a year that has 
seen the violent picketing in the NGA 
Warrington print dispute and a row over 
Mr Murray's refusal to drag the TUC in 
to support the unlawful action, the 
abrupt banning by government of unions 
at the GCHQ Cheltenham monitoring 
centre and now the disastrously divisive 
miners’ and dockers’ strikes. He 
concludes: 

My always qualified optimism in the wake of 

the 1983 TUC Congress has soon vanished. 

The unions are more confused, more bewil- 

dered and more fragmented than ever. 
Anyone wanting to know what has gone 
wrong with Britain’s trade unions should 
read this book. Not so much for revela- 
tions about smoke-filled rooms and beer- 
and-sandwiches with past Labour and 
Conservative prime ministers. More for 
its chronicles of how the unions got be- 
hind the times, how they lost touch with 
their members who have twice now 
helped to vote into office the most right- 
wing Conservative prime minister since 
the 1930s, 

Mr Chapple’s own union may be the 
model for the future. It campaigns for 
single-union recognition deals for fac- 
tories, offers management contracts that 
It sticks to without strikes or disruption, 
and is prepared to follow disputes proce- 
dure right up to binding arbitration rather 
than down tools. It is a model that will be 
familiar to America and to most northern 
European countries. 

In particular, and largely as a result of 
their own sullied past, the electricians use 
all the tricks of modern computerised 
technology to communicate with their 
members from the centre as well as 
through a small army of full-time officials. 
Mr Chapple is contemptuous of the feeble 
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original proposals of the government's 
new Trade Union Act, which pressure 
from his union and from others in the 
house of lords managed somewhat to 
strengthen. It is dangerous to legislate for 
ballots in the unions without making sure 
that they are secret and safe from the sort 
of tampering that the electricians had to 
grapple with 25 years ago. 


Rigour versus relevance 


THE NEW CLASSICAL MACRO- 
ECONOMICS: Conversations With 
New Classical Economists and Their 


Opponents 
By Arjo Klamer. | 
Wheatsheaf Books. 265 pages. £15.95. 


A collection of interviews with leading 
representatives of the various economic 
factions will satisfy nobody, you might 
think. Economists familiar with the issues 
will find the treatment superficial, and 
non-specialists are better spared jargon 
straight from the experts' mouths. You 
would be wrong. Veteran and novice 
alike should find this book fascinating and 
instructive. 

Mr Klamer has published the tran- 
scripts of his talks with new classical stars 
(Mr Robert Lucas, Mr Thomas Sargent, 
Mr Robert Townsend), their Keynesian 
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critics (Mr James Tobin, Mr Franco Mo- 
digliani, Mr Robert Solow), and others. 
The success of the book lies in its search 
for common ground. By answering Mr 
Klamer's questions, these men have to do 
something they have rarely done—talk to 
each other. 

Academic economists write primarily 
to entertain fellow converts, not to refute 
opposing schools. The house rules of the 
profession call for friendly disagreements 
about small points within an agreed 
framework. These cosy spheres of dispute 
hardly ever overlap in the literature: 


opposing factions might be denounced 
over lunch with colleagues, or in the 


seminar room, but seldom in the pages of 
the American Economic Review. 

These interviews help to explain why 
the important arguments in economics 
are so rarely joined. The disagreements 


spring. from root-and-branch differences 


of view, not just on economics, but also 
on politics, and in temperament and so- 
cial attitudes. The new classical idea that 
discretionary policy (as opposed to rule- 
based. policy) is undesirable does not 
hinge on a set of contested facts about the 
world. At issue is the question of what 
makes good research in economics. 

Mr Lucas and his followers do not 
much care for relevance. They criticise 


the typical Keynesian assumptions that 


markets do not clear and that economic 
agents. do not always pursue optimising 
strategies—both imply ad hoc departures 
from the axiom of rational behaviour. 


Moreover, if markets always clear, and 


agents are always busy optimising, econo- 
mists can devote their energies to devel- 


oping mathematical techniques to de- 
scribe these processes rigorously. 


Mr Sargent is a formidable mathemati- 
cian but, revealingly, he praises in his 
interview a new breed of super-economist 
now blossoming in the journals. 
Klamer asks Mr Townsend, of these 
Wunderkinder, "Do your models help 
you to understand current events, such as 
today's unemployment rate?" Wunder- 
kind: “Not completely. The unemploy- 
ment problem has gotten worse in the last 
decade. I wonder why that is so." Such is 
progress in modern economics. 

Outmoded Keynesians have the virtue 


of caring about jobs and prices. Mr Solow 


laments the popularity of the new classi- 
cal school with today's graduate stu- 
dents—they are enchanted by its techni- 
cal demands. He hopes for à resurgence 
of economics which places realism above 
elegance. For the time being, however, 
the deep split in the profession is encapsu- 
lated by Mr Tobin's answer to the ques- 
tion, “Are you not impressed by the new 
econometrics of Sargent and Sims?" He 
replied, “I am impressed by their doing it, 
but not by the results." 


Mr 


Bad notices 
TRAVELS IN GREENELAND 


By Quentin Falk. 


Quartet Books. 229 pages. £14.95. 


Graham Greene has excellent advice for 
novelist whose book is bought for a filn 
Take the money but have as little ; 
possible to do with the book's “mass 
cre". He has not, however, taken his ow 
advice. In one way or another he has be 
involved in the making of films fro 
many of his stories, and the results ha' 
varied from the trite to the terrible. “OI 
Man in Havana", “The Comedians” ar 


"Loser Takes All”, three films for whi 


Mr Greene wrote the scripts, are vario 
ly dismissed by himself as “pedestrian 
"disappointing" and “a disaster". 


Those films which had other scriptwr 
ers have grieved him even more. “ 
whole point” in “The Heart of the Mi 
ter" was "ruined", while “The Hum; 
Factor", despite having a scriptwriter 
Mr Greene approved of (Tom Stopparc 
missed the point of the denouemer 
“Travels With My Aunt” was so “horrif 
ingly bad" that he has not been able 
watch it all the way through. “The Qui 
American” was “a complete treachery” 

Why, then, has Mr Greene allowed 
many of his books to be made into film 
Money is one reason. Like most novelis 
he was paid, at least in the early days, 
derisory amount for his words. Film sal 
lifted him out of penury. But there 
another reason: he is obsessed by film. 

He was once a film critic. His ac 
notices of Alexander Korda's films in tl 
1930s brought an invitation from Kor: 
to write a film of his own, which he di 
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adaptation of a Galsworthy story. It 
is made and so dismayed Mr Greene 
at he vowed "never, never to do it 
ain". 
There is a certain black comedy in his 
Ipless lifelong addiction, like someone 
۱۵060 on a drug, unable to give it up. 
He knows as well as anyone why novel- 
s should stick to novels. They are not 
nature members of a team. “A writer 
ould not be employed by anyone but 
mself. If you are using words in one 
aft, it is impossible not to corrupt them 
another medium under direction." 
Films, if they belong to a single person, 
long to the director, not the writer. 
Te Third Man", the most famous film 
at Mr Greene scripted, was Carol 
*ed's triumph. The most remembered 
: of dialogue, about cuckoo clocks, was 
t by Mr Greene but by Orson Welles, 
| it. 
—T Falk tries to be kind to the films of 
‘aham Greene. He goes through the 
eadful list, starting in 1933 with “Orient 
press", based on “Stamboul Train", 
amining each one and saying that this 
tt so bad, and parts of this are really 
ite good, and then spoiling the effect by 
oting Mr Greene’s dismissive com- 
ent. The book's value, really, is not as 
apology for the monsters of filmland, 
t to demonstrate what a trashy mess 
n be made of a written oeuvre of 
itinction. 


»rmeer at the Royal Academy 


he burghers are 
oming to town 


ie remarkable outburst of genre paint- 
seventeenth-century Holland is one 
e minor marvels of art history, so 
dden was its coming, so comparatively 
ort its duration. Every small provincial 
wn in the country had its group of 
inters, all busy recording everyday life 
they saw it, and addressing themselves 
a lively art market that sold to quite 
mble folk—which meant, of course, 
at prices were relatively cheap. Then, 
suddenly as it started, before the 
ntury was over, the movement had 
ent itself, the formula was stale. Later 
tists elsewhere—Fragonard and Wat- 
iu in France, David Wilkie in Scot- 
ad—were to owe something to Dutch 
nre painting, but only very faint echoes 
mained in Holland itself. 
The London exhibition, at the Royal 
cademy’s Burlington House until No- 
mber 18th, consists of 111 paintings of 
is Dutch school, yet this is only a 
iction of the volume produced at the 
ne. There are some regrettable gaps. 
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A Dutch toast 


Some artists—Gerard Dou for one— 
painted almost exclusively on panel, 
which is not as good a traveller as canvas, 
and public museums have to be wary of 
possible damage. For various reasons, 16 
paintings in earlier showings in Philadel- 
phia and West Berlin are not in the 
London exhibition (which is sponsored by 
American Express), but there are com- 
pensating additions, notably Vermeer's 
Lady at the Virginals from the Royal 
collection at Buckingham Palace. With 
the Girl with a Wineglass from West 
Berlin, and two brought over from the 
United States, this makes four Vermeers 
in all at the London show. 

Vermeer, who came a generation after 
Rembrandt, was described by the late 
Lord Clark as the great amateur. He 
never sold a picture, painted solely to 
please himself and was mentioned only 
three times in print in his lifetime. This 
helps explain why his fame is little more 
than 100 years old. It was the French 
critic known as Théophile Thoré (his real 
name was William Bürger) who rediscov- 
ered Vermeer and put him on the map in 
1866; previously many of his paintings 
had been wrongly ascribed. The Lady at 
the Virginals, for instance, had been 
bought in Venice in 1762 for George III 
as a work by Frans van Mieris. Now the 
pendulum may have swung too far the 
other way; some experts are doubtful 
about the authenticity of a few of the 34 
paintings now attributed to Vermeer, 
including two in Washington's National 
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Gallery. 

But there are no disputes over the four 
Vermeers in the London show and they 
leave no doubt that Vermeer stands 
apart. The painstaking precision of his 
rendering of textures, his control of 
space, the harmony and depth of his 
patterns, his cool display of ordinary 
daylight; these all add up to à poetic 
quality not matched by his fellow painters 
of the time, though many of them showed 
great skill. One intriguing question view- 
ers of the Vermeer from the Royal collec- 
tion may care to ask themselves is wheth- 
er the box reflected in the mirror beside 
the artist's easel is a camera obscura and 
whether Vermeer made use of such a 
contrivance, which could project a col- 
oured image of a scene on to a white 
surface, to help him mellow the outlines 
of his shapes. 

After Vermeer, the best-known genre 
paintings today are probably Pieter de 
Hooch's sunlit courtyards and Jan Steen's 
merry drinking scenes in the Breughelian 
tradition, sometimes illustrating a laconic 
proverb, and his series of medical visita- 
tions. Among many other first-rate offer- 
ings in the exhibition, Gerard ter Borch's 
Soldier Offering a Young Woman Coins 
and Lady at her Toilet deserve particular 
attention, as does Gabriel Metsu's Music 
Party, painted in 1659. 

Dutch genre painting is popular paint- 
ing to be enjoyed and it is silly to try to 
construct elaborate interpretations for 
simple paintings. Nevertheless, there is 
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more to it than meets the eye. The 
exhibition’s catalogue traces its develop- 
ment, the way it uses symbolism and 
moral messages, against the background 
of a wealthy trading nation, with a large 
middle class, officially subscribing to the 
reformed church and outlawing catholi- 
cism, but believing in the freedom of 
private conscience. A fuller account 
comes from Mr Christopher Brown, the 
enthusiastic curator of seventeenth-cen- 
tury Dutch and Flemish paintings at the 
National Gallery in London, who helped 
organise the exhibition. 

His new book, Scenes of Everyday Life: 


Dutch Genre Painting in the Seventeenth 
Century (Faber and Faber, £25), is not a 
particularly light read, though aimed at 


the general reader. But it contains some 


fascinating and new material for those 
who want to study the subject, such as his 


accounts of the link between genre paint- 
ing and emblem books—those now-for- 
gotten collections of illustrated homely 
truths—and the reasons for the strangely 


mocking attitudes of the genre painters 


towards doctors, lawyers and the like. 
The book is amply illustrated but, alas, 


some of the colour plates are bad—that of 
the Lady at the Virginals (entitled here 
the Music Lesson) particularly so. It will 
be a pity if this blemish deters serious 
students from the benefit of Mr Ra: 5 


research. 
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British theatre 


Why canta 
woman... ? 


Women have not had much trouble play- 
ing leading roles on-stage in the British 
theatre—at least, not for the past 300 
years—but off-stage they have mostly 
been relegated to supporting roles. In the 
current repertoires of London’s two lead- 


ing theatre companies there are no pro- 


ductions directed by women. At the Roy- 


al Shakespeare Company's Other Place at 


Stratford, there are two plays in repertory 
by women playwrights—Pam Gems’s 
"Camille" and Louise Page's “Golden 
Girls". Both are directed by men. 

To redress the balance, the Women's 
Playhouse Trust was formed, in 1980, by 
a group of women active in the arts and in 
public life, who were concerned about the 
lack of opportunity for women in the 
higher reaches of tre theatre. They are 
now looking for a London theatre as a 
permanent home for the work of women 
playwrights, directors, designers and ad- 
ministrators. They will produce six plays a 
year, three classics and three plays by 
contemporary women writers, as well as 
organising training schemes in all aspects 
of theatre. “Most of us feel we have had a 
hard struggle to get to the top in our 
professions and want to create opportuni- 


ties for others”, says Jules Wright, one of 


the Playhouse Trust's founders. “Many of 
us in our thirties stop to have families and 
find it hard to get back on the ladder.” 
Glenda Jackson, another founder mem- 
ber, insists “We will not concentrate on 
feminist issues, or become ghetto-based. 
We want to give equ ual importance to 
male and female roles." 

This concern is reflected i in the findings 
of a recent survey by the Conference of 
Women Theatre Directors and Adminis- 
trators. According to its sponsors, the 
survey "demonstrates clearly that the 
more money and prestige a theatre has, 
the less women will be employed as 
directors and administrators; the less like- 
lihood that a play written by a woman will 
be commissioned or produced, unless 
that woman is Agatha Christie, and the 
less women there will be on the board". 

In the largely unsubsidised, hand-to- 
mouth areas of alternative and communi- 
ty theatre, eight out of 31 artistic directors 
are women, as are 15 of the 37 freelance 
directors and 24 of the 40 administrators. 
But these proportions fall steadily as you 
ascend the scale. In the larger repertory 
companies, only four of the 54 artistic 
directors are women. The RSC and the 
National both have almost entirely male 
administrators, men in all the controlling 


and planning roles and not a fem 
director between them. 

Women playwrights seem to have 
equally rough time. In the 12 months 
September, 1983, 1,024 plays were p 
duced, just over 100 written by wom: 
Although they supplied a quarter of ! 
plays produced in fringe theatres, tl 
were responsible for only 46 of the 7 
put on at regional and national le 
Women did best as directors of pl. 
actually written by women (44% in a 
but, again, in the big theatres, their sh: 
of even this work was down to 25%. 

A picture emerges of a lot of talen 
women swimming strongly in the loy 
reaches of the theatrical stream, very 
of whom make it upriver to the big po 
of subsidised resource and cultural inf 
ence. According to Pam Gems, one of ! 
founders of the Playhouse Trust, 2 
Caryl Churchill, one of the leading B 
playwrights, the main problem is ۲ 
there are “not enough jobs to go row 
The boys are not going to move aside 
each other, let alone for the girls. Bein 
woman means you do not have that p) 
club life. You do not have an entrée. A 
there is no career structure. You can! 
get to be good as a theatre writer 
director without a space, so The Pl 
house is a necessity. Women can 
wonderful directors and 6 
Look at Emma Cons and Lilian Bay 
And Marie Rambert and Jc 


Littlewood—all women.” 


Nancy Meckler, who directed a mu 
praised “Uncle Vanya” at ۸ 
Theatre last year, as well as two pl 
which transferred to the West End, | 
directed one play, “Who's Afraid of \ 
ginia Woolf?", at the National Theat 
"In fact, the National did not ask me 
direct it", she says. “Someone I } 
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rked with for years at Hampstead went 
he National and he asked me. Now he 
gone I do not know if I shall be asked 
k....It is not easy for a woman 
re. If a man is difficult he is considered 
alented person, to be served. If a 
nan shouts, she is hysterical. Compe- 
t men can get a job but women have to 
brilliant." In its 20 years, Nancy 
ckler is the only woman to have direct- 
۱ play at the National. 
heila Hancock, one of only three 
nen directors to breach the walls of 
Royal Shakespeare, directed “A Mid- 
imer Night's Dream" at Stratford's 
ier Place earlier this year. She says she 
ild never have got the job if she had 
already been in the company as a 
:essful actress, which also helped her 
work elsewhere as a director. 


ir Peter Hall's reply to the claim of 
be tion against women directors 
re is gross discrimination in life at 
e. But not in the theatre. I will not 
loy women just because they are 
nen but because they are terrific. If 
' was another Joan Littlewood I 
ild be trying to get her. There are 
ie very good ladies running regional 
itres. 1 hope one of them is a new 
an Baylis." And of women writers, Sir 
>r says "If we were sent a good play by 
»man writer we would snap it up". In 
, last year women submitted 40 of the 
scripts received by the National. But 
lay by a contemporary woman writer 
performed. 
leanwhile, back at the Playhouse 
st, Jules Wright's inaugural produc- 
, "The Lucky Chance”, concludes a 
‘essful run at the Royal Court The- 
. Appropriately, this restoration com- 
, Which happily emphasises the war 
en the sexes, was written by the first 
professional woman playwright, 
ira Behn. Second only to Dryden, she 
the most prolific writer of her age. 
was also the first to employ the 
ise "here today and gone tomor- 
"—definitely not a motto for the 
men's Playhouse Trust. 


laysian television 


earing the air 


KUALA LUMPUR 





aysia's first privately owned television 
inel has annoyed Moslem traditional- 
and sparked a debate about how open 
ciety Malaysia should become. The 

channel’s output of western soap 
ras, variety shows, Hongkong movies 
exclusive Olympic coverage has prov- 
o popular among the initial audience 
Sm viewers around Kuala Lumpur 
residents in Malacca, 100 miles away, 
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Culture under threat 


have rigged pots and pans to their televi- 
sion aerials to pick up the station. 

Since the independent TV3 began 
broadcasting on June Ist, the more con- 
servative Malays, whose community as a 
whole comprises 48% of the population, 
have felt threatened by the influx of 
foreign, non-Islamic culture. The Malay- 
sian Islamic Youth Movement (Abim) 
says, "these programmes are not only 
detrimental to eastern social ethics but 
would destroy Islamic values in our com- 
munity”. The leader of a teacher's associ- 
ation promoting Malay culture recently 
complained that TV3 should not have 
screened the film “Chariots of Fire", 
which recounts the Olympic success of a 
Jewish athlete, because it glorified the 
Jews. These, and other, conservative 
groups have asked the government to 
force TV3 to carry Malay religious 
programmes. 

Alarmed at the furore, the prime minis- 
ter, Dr Mahathir Mohamad; is equivocat- 
ing. TV3 has already started broadcasting 
traditional Malay music between pro- 
grammes. But the diet otherwise remains 
almost entirely foreign. The company 
which runs TV3 is 40% owned by the 
investment arm of the United Malays' 
National Organisation, the leading party 
in the ruling coalition. The venture is the 
brainchild of Mr Daim Zainuddin, a close 
friend of Dr Mahathir and, since last 
month, the finance minister. 

If the new channel carried more reli- 
gious programmes, viewers would simply 
return to watching videos. Some 45% of 
television owners around Kuala Lumpur 


| 


also have a video cassette recorder, one 
of the highest rates in the world. Almost 
half of them are ethnic Chinese, but it was 
also found that 38% of Malay viewers, 
who are Moslems by definition, watched 
videotapes during religious programmes. 

The two television channels run by the 
State-owned Radio Television Malaysia 
(RTM) have lost viewers in part because 
they put out the same programmes na- 
tionwide and so must avoid offending the 
less cosmopolitan rural audience, particu- 
larly those in the most strongly Moslem 
northern states of Kelantan and Tereng- 
ganu. TV3 intends to expand region by 
region, offering different programmes to 
each. It hopes to begin broadcasting to 
the lucrative southern area of Johore and 
Singapore within the next 18 months. 

The company’s director, Mr Mohamed 
Tawfik, is hoping he can stave off the 
Moslem traditionalists long enough to 
make a profit and to use the income to 
buy local programmes. Religious materi- 
al, he suggests, could be broadcast to 
afternoon viewers, 

If it survives, ۲۷3 could become a 
cultural unifier, at least regionally, in a 
way that RTM has failed to do. Mr 
Tawfik wants to introduce soon a dual 
sound system to his channel by which the 
viewer can select from two languages with 
the help of a decoder at the click of a 
switch, while a third can be transmitted 
visually in the form of subtitles. There are 
also plenty of racial issues, from mixed 
marriages to halal food, which television 
could tackle but from which Malaysian 
producers have so far backed away. 
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urther print formation. regarding i 
e ails of application. procedure and | 
conditions of appointment is available 
from the Appointments Officer (Aca- 
demic), University of Melbourne, Park- 
ville, Vic, 3052, Australia, or from the 
` Secretary. General, Association of 
Commonwealth Universities (Appts), 
$6 Gordon Square, London WC1H 
_OPF. 
Applications, in oi including 
names and addresses of at least three 
referees of international standing, and 
` quoting Position No. 336 3070, should 
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. al time for overseas candidates to ex- 
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L| Applications are invited for a lecture- | 
ship in the Department of Economics. 
` This lectureship arises from support 
received by the University through gen- | 
 erous contributions by a number of City 
Institutions, and is in remembrance of 
`. the University's first Treasurer, Sir Wil- 
liam Mullens, to mark his services to | 


the City and to the University. 


The successful candidate's field of in- 
terest will be money and finance. 
Salary will be in the range of £7,190- 
£14,125 per annum (under review), 
with superannuation under USS 
conditions. 


Further particulars are available from 
the Academic Registrar (AA), Universi- 


` ty of Surrey, Guildford, Surrey GU2 


5XH, or telephone Guildford 571281, 
ext 633. Applications from men and 


women, in the form of curriculum vitae, | 


including the names and addresses of 


three referees, should be sent to the 


same address by 5 October 1984, 
quoting reference 303/E. 
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undertaken overseas. Superannuation. 


. obtainable from the Registrar, The Uni- 
S versity, Manchester M13 9PL. Quote 
i AER ref. 203/84/E. - 
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ement advance. There is no income tax at 
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| | Also Personnel/Character Assess; 
provides 2-16 week residencies free of dl P.Lavell 
charge to scholars/artists. Apr | CE ve 


THE UCROSS FOUNDATION ` 
RESIDENCY 


Oct for. ing and | Ma be} i or Bas 9 Village Close L io ndon wa SAH 


PROJECT SITE HOUSING — 
ON SALE AND LEASE BASIS 


1 Avaliable project site camp portable units offering 


1, 800 Men workers dormitory furnished, 


E 1A Large Recreation * Kitchen Diner Messhall, - 


"INVESTING IN 
. THE US? 


ret 0 sd a es m 


T zu سس‎ i 


| YOUR STAY IN LONDON 


Take a furnished, seif-contained service 


apartment. in Knightsbridge, near Harrods. 


phone, colour TV, central heating, ‘elevator. 


| Suit 1-2 persons. Brochure by airmail. 


ge 
45 Ennismore Gardens, LONDON SW7 
8 Tel: 01-584 4123 ۱ 
EUROPEAN HEGEMONY | 
Only successful publisher ('64-'72) of | 
Rome Daily American seeks partners in 


| establishing new, financially sound, inter- T 8 


EWS promoting European 
hegemony in Ewopean Defence and fu- 
ture Mem: i ind Middle 
and Africa. i 


pay the heavy سا‎ oe 
fraction of the cost. The club: 








TPUT, DEMAND AND JOBS After falling to 12.2% at the end of 1983, Britain's 
nemployment rate has been rising again this year; in August it was 12.8%. West 
iermany's unemployment rate was 9.3% in August, unchanged from July; Japan's 
as 2.8%, unchanged from June; Switzerland's is the lowest in our table, 1.1% in 
ine. West Germany's industrial production was free of strike effects in July, and a 
risk 6.7% higher than a year before. The American economic recovery still puts 
anada's gnp growth—4.6% in the year to the second quarter—in the shade. 


change at annual rate 
industrial unemployment % rate 
3mthst 1year latest year ago 








































INDEX Coffee export quotas were in- - 








creased by 1m bags this week, after a — 
frost in Brazil damaged about 1.25m - 
bags of next year's crop, and prices rose 
above 145 cents a pound. The current - 
Brazilian crop is around 29m bags. The 
global export quota for the 1983-84 sea- " 
son, ending this month, is back to the — 
June level of 60.2m bags, more than — 
estimated demand. By contrast, India — 


has slapped quotas on tea exports again, — 
because of rising domestic prices. Only - 
2 ۱ ۱ | 215m kilos of tea can now be shipped this- 
+ 13 +6. o =26.9 m x 3 ur n. 173 year. To date, export licences for 145m - 
سس‎ 225 8-30 14 (9 144 — s158(0t 128() 115 — US Mazs 353 8) 148 soet ea NS kilos have been granted. 3 
: ; - 75 +1102} 32 (۳ 3 
4116 - 16 (6t 11 (6) 19502100 cenge on TS 
+49 +39() 128 ¢ 2 NRE -Sop ts c x6. 0M 
+117 +86 )6 7.5 (7) 9.5 
: Dollar index 2 
———————————————À 90.1 78.1 728) 2 ٩ 
RICES AND WAGES In the year to July, consumer prices went up by 2.6% in Seo Mp 
ipan (compared with 1.996 in the year to June), and by 2.8% in Switzerland (the Alı 70.6 68.7 -52 -175 _ 
ime as in the year to June). But inflation in Belgium is falling: the 12-month Nta 75.0 743 -63  Á-136 
crease in consumer prices was 5.8% in August (from 6.3% in July), and the 12- Metals 673 646 m NES DU 
onth increase in wholesale prices was 8.3% in July (from 9.596 in June). Average yia baies iR dae TWEEN. 
»ekly earnings in Australia jumped 12.1% in the year to the second quarter. Seir "ec 
> ولمم‎ ida Food 1604 158.7 +03 +84 — 
ape ۱ "o 
T" "S consumer prices" wholesale prices* wages/earningst MN 1252 123.6 -42 2 43 w 
3 mthst A ی نیت‎ Feed کوج‎ Nfa 1330 1336 -53 +02 
B +15. +12. 5 ر‎ - 
* 4 + 58 * 45 + 83 - 31° * 61 (3 "m ین‎ 1193 DT ووو‎ 12. 
+ + 2 + 35 + 40 +49" + 63 [5 SDR index ee 
+09 +17 +2 + + 40 + 25 (7 Food — 1159 — 132 -08  — 33 
lland + 16 +31). +124 + 5.9 (3) nil - 0.3 (6) industrials PRS- 
y +73 +10.5 (7) + 92 +11.5 (6) +116 +13.1 (4) A 90.4 88.2 E IGE 
in t 01 *28() +12 nil (7) * 34 + 47 (6) Nia 96.1 95.3 -65  -106 
eden +74 +74 )( +75 + 86 (5) +11.2" + 5.7 (5) a Te a 
izedand + 1.0 + 28 )7( +39 +3.1 )8( — 13° + 6.1(12) Gold 5 
+ 6.1 + 45 + 63 + 63 + 25 + 7.8 (6 $ per oz 350.50 345 -08  -184 > 
A + 41 +41(7) +12 +26(7) + 30 + 35 (7) Crude oil (spot) Arabian light a 


wage rates in manufacturing except Australia, earnings: Japan and Switzerland, monthly earnings: Belg $ per barrel — 2808 _ 2783 &— $13 -30  - 


OCUS: INVISIBLE TRADE Although 
۸۵۲۱۵ trade in goods has suffered 
‘om recession in the 1980s, trade in 
ervices has gone on growing. Tour- 
sm, shipping, insurance and so on 
bviously involve payments between 
ountries. But "invisible trade” also 
ıcludes income from foreign invest- 
vents, which has shown the fastest 
rowth of all. In 1982, it accounted 
(۲ 42% of all invisible trade, up from 
nly 293% at the end of the 1960s. 
hat helps to explain why America 
ominates world trade in invisibles: 


5 investment income in 1982 was. 


80 billion, more than the next four 
irgest recipients put together. Amer- 


‘a ran an invisible surplus of $47 - 


lion in 1982. 


npared with average of previous 3 mon 
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to all tables. All a seasonally adjusted except where otherwise stated. "Not seas. adj. Average of latest 3 months 
at annual rate. n.a. Not available. Small figures in brackets denote month of indicator. E 
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"Non-food agriculturals 

















Invisible trade,1982 Es 
World total: Surplus Net balances Deticit 4 : 
coon e 0 $tbn* 5 10 15 countries 7:2 
receipts & Tuo United States ERE oe SAS MEE TERT ES S 47 Ge» South Atrica 3 1 t^ 
ts) E ۷1 
Mr ] Britain CO ERI Australia T 
Investment | 2 
acta France IESU ewe ET Argentina® IES 
Switzerland’ == (35) 4—— یری یی‎ i O- = Venezuela D 
سوه‎ IS) cBENENEE S 0 
Transport Austria* yc ra gr rae 
"x 5 IG | 5 
ign i 
taty* OT TE 
Other Saudi m 





Arabia 


Be 
و‎ lO Ohi 


VAM: 
Source: British Invisible Exports Council -20 -15 -10 5 $bn O 
* includes umdentified government transactions — Invisible teceipts as او‎ visible and invisible receipts tEstimate 
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` ECONOMIC AND FINANCIAL INDICATORS : 


FOCUS: INVESTORS’ FAVOUR- 
ITES Most equity markets have had a 
bad year so far; even last month's 
recovery seems to have run out of 





WORLD BOURSES Good news of America's economic recovery. cpg its usi 
effect on Wall Street—stock prices fell on fears of higher interest rates. The E 
spread to many other bourses, but London edged up in spite of the coalminers' 

` and Hongkong jumped because it expects an agreement on 1997 soon. | 

































9 wind. Capital International has looked | Stock price indices 96 Change on - 4 
at the way shares in different sectors > 112/83 
moved in the main stockmarkets in the و‎ high re low و‎ viet bou mE ai 

|, first seven months of the year. The fall currency ۰ te 
in commodity prices has predictably 922.8 : 5 3105272 1 2420 4 eal 
hurt mining companies and those who | New York 12124 1286.6 10866 -16 -21 —58 .-37 - 
supply them with equipment. More | Canada 2389.1 25857 20797 +05  - 64  - EUR duc 
surprisingly, investors have shunned 728.7 787.9 3 - 14 + -75 -60 -~ 

.. | companies that might have been ex- | ۳ gue ons = = F + AL +4 t 

. | pected to profit from the consumer um 157 1579 1353 +10 ۰ «19 ni +159 + 

.. | boom—textiles and clothing, consum- | France 173.2 181.7 155.6 +16 4284 - 47 4105 + 

. | er durables, etc. Instead consumers German — i 1002. 1096 3 977 : ! $ + Lr = 86 = 30 = 

4 boosted the results of companies in : -19. : ` 

` | tourism and leisure. Higher defence | $ 2153 — E اقا‎ -20 t 81 33 tii t 
spending supported the share prices | South Africa 9094 11053 8622 +10 = 2034 — 59 و‎ 
of arms-makers, while telecommuni- 1449. 1594.5 - 20 : 9. + 0. ۱ 

Switzerland 379.7 388.5 354.5 +06 4123 -192 -11 -1 


cations continued to shine. 








MONEY AND INTEREST RATES American bond rates edged upwards. Bi 
measures of Australia's money supply are rising much faster than prices—the brc 
measure went up by 11.196 in the year to July, and the narrow by 11.4 
Unperturbed, Australian banks cut their prime rates by three-quarters of a point. — 


Share prices by sector 
% change Jan 1 to July 31, 1984 
30 25 * 20 1$ 10 5 % -0+2 


Telecommunications 


























Aerospace & military technolc Money supply Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
ی‎ % rise on year ago Money market Commercial banks Bond yields ^. نا‎ 
Leisure & tourism Narrow Broad Overnight 3 months Prime Deposits Gov't Corporate Deposits Bon 
Aver a (M1) lending 3 months long-term |§ 3months — 
- ia +11.4 +11.1 8.00 1 1 T ns 13. n 1 
um + 59 +10.7 (3 11.00 11. 14 11. 1 11 
سم سینا ا م‎ +11 + 43 (7) 1238 1215 13. 1220 1 22 121 
France +85 +93 (1) 107 11.31 1200 1131 .4 384 — 112€ 
W Germa +14 + 3.2 (7) 555 5.90 8.00 5.37 7.80 "C 5.50 — 8! 
Holland +39 + 7.2 (5 6. 91 ۰-8 
+13.1 +126 (3 16.50 1688 1700 11. 442 1 
ape * 19 + 7.5 (6( 65 5.34 50 3.50 .17 50 5.38€ 71 
i Sweden na + 26 (6 1350 PU 12.00 1 35 13.70; 3.65 13.50 
4 Switzerland +29 + 67 (5 3.00 7.50 4.25 4.77 481 ۱ 
۱ UK +13.6 + 8.0 (7) 656 um 11.50 10.31 11,13 1215 1094 11. 
4 USA + 60 + 98 (7) 1175 1125 1300 1130 1269 1395 1200 12) 


Other key rates in London 3 mth Treasury Bills 9.9%, 7-day Interbank 10.9%, clearing banks 7-day notice 7. 
Eurodollar rates (Libor): 3 mths 12.1%, 6 mths 12.3%. 


{M2 except Australia, Canada, Switzerland, USA, W. Germany, M3, Japan M2 + CDs, e Commerce (Beigu, ec 







available on request. Sources: Chase Manhattan, Chase Econometrics, Banque de (Belgium) 
Credit Lyonnais, Svenska Handelsbanken, ANZ bank, Credit Suisse First Boston. These rates are 
cod Nal he CENNA aa CADO ty VOOR rn tNew series. 


۲ p . TRADE, EXCHANGE RATES AND RESERVES Japan notched up a visible-trade surplus of $3.4 billion in July, taking its 
month total to $38.2 billion. Over the same period, its current-account surplus totalled $28.3 billion. West Germany also had a v 
ble surplus in July, of $1.4 billion, but its current account ran a deficit of $70m. That was the fourth monthly deficit this year, and ki 
9 the 12-month total to a surplus of only $3.1 billion. 


Trade balance" current- ^ currency units per $ 3mth forward rate Trade-weightedt currency units foreign reserves! 
500 account exchange rate $bn 
1 balance Discount 
٣ latest latest 12 $bn premium 
EN. month months ۱2۱69112 mths latest — yearago — per$ %pa latest — yearago perf perSDR June yeare 


P, . s 1.14 1.20 





1 ۱ A m) 
USA -14.06 (7) -98 —58.4 (3) — — — — 137.7 128.8 1.29 1.01 23.5 22.4 
#Bank of England index 1975= 100 t texcluding gold. Canada, Australia, Japan, France and UK imports fob, exports fob. All others 6/01۵6 "May. 
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QUIETLY GOING ABOUT 
OUR BUSINESS 





Amid the noise and bustle of an international airport, it's no wonder that 
we go unnoticed. But Norcros is there, playing an important role in fast, 
accurate baggage handling. Using a new, automatic labelling system 
developed by Norprint International, airlines can code every item of 
your luggage with electronically overprinted tags, significantly reducing 
any human error by baggage handlers, no matter how many changes 
of aircraft your journey entails. Norprint is part of our thriving print & 
packaging division along with Autotype International, whose gravure 
products were used in the printing of mum's colour supplement, and 
Payne Packaging - the UK's biggest producer of ribbon. Through ideas 
that range from the thoroughly practical to the purely decorative, 
Norcros touches the everyday lives of millions. 


NORCROS. 


Norcros p.l.c., Spencers Wood, Reading, Berkshire RG? INT. Telephone: Reading (0734) 884567. 
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A WORLD WITH MORE 
THAN A SINGLE HOARIZO! 


You can t know the whole Investment Banking has come of age. capital markets, accelerated 
picture if you're only able to see part Consider: Our securities trading, “Citi of Tomorrow" technology. 
of it merchant banking, international pri- Which, in practical terms, 

Particularly in a world that offers vate banking, investment manage- your range of investing and fi 
broader investing and financing oppor- ment, venture Capital investing, public ing opportunities much greate 
tunities than ever. Today, success finance, and economic information So whether you're an indi 
belongs to those who can see those services—all brought together in or an institution, an investor or 
opportunities—and act on them— with — Citicorps Capital Markets Group. issuer, local or multinational, lo 
both intelligence and speed. Interacting with proven exper- Citicorp. And see what the wo 

Which is why Citicorp 's Global tise and innovation in the 5 to offer. 


CITICORP 
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WHEN YOU HAVE THE WORLDS MOST MODERN FLEET, 
WHAT DO YOU DO FOR AN ENCORE? 





Top it off with the biggest, most advanced 747 ofall. most spacious in the world. There’s also more room 
SIA’s exclusive BIG TOP 747 offers a level of comfort relax in Economy. And remember, whenever you 
remarkable even for SIA. Upstairs, Business Class fly our BIG TOP 747 to the UK, Asia. Australia 
passengers relax in a private cabin almost twice the size or USA, you'll enjoy inflight service that even 
of normal 747's. And the First Class cabin is one of the other airlines talk about. SINGAPORE AIRLINES 
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-The NEW A320. 
Arrival of a superior intelligence. 


A320: The most complete package 
of new aviation technology to become 
available to the airlines since the dawning J 
of the jet age. 4 
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N icaragua, page 16. Private 

-enterprise war, page 46. . 

"Guatemala's democratic turn, 
٤ -page 32. ae 


‘bah to sai at is the bestofa 


| ao bad job, page 17. How 


: “page 35. S Scargill wi without Mat 
2 Dus 58. Hall oi A o on uM 


| Risky 


3 ‘Israel’ s ruined écoriory. page 


| 69. Dome Petroleum's debts, 


| l and IMF terms for the 


| Philippines and Argentina, 
| page 87. Are all industrial 


| countries sound borrowers?, 


| page 88. 
1 Hazardous 


‘| Nuclear shipments, page 49. 


I Nato' S EP page 55, 


| Deng Xiaoping ای ری‎ 
Chir 25 


| Bad for Balanchine 
| When communists get the New 
' York City Ballet girls to dance 


in a field, page 100. All change 
in Hollywood, page 85. 


New economics 


. A new series of Schools Briefs 
starts this week, pages 64-65. 


rs at the beim 
loney management. a after page 56. 


The mighty borrower . 

Lone Nicaragua 

No cheering over Hongkong 

The EEC's:B-team. ۰ ۱ 
| leak, you leak, he leaks in Whitehal s 
Superman pills . ۱ 
International: China's. little big: 
shadow; South aa Fed ideo € 


come “tater: ان‎ “Homosexuals 
Washington; Nicaragua = 

Europe: Shipping uranium, be: 

Union; West Germany; French 

mas; Italy; ireland; Neapolitan volcan 4 
munity: Budget dispute: Ole man river nears 
commission - 
Britain: The Liberals try a little tenderness; Min 
ing the strike; GLC; The Times; Nationalised 
Hospital food poisoning: Child benefit; Whitehall 
waiting lists | 
Schools Brief: Economics ancient and mode 


Business, finance and science __ 


Centrai banking: The skippers. A survey 
Business this week 

‘World Business: America sets an austerity test for israel 
new government; Steel; Airbus Industrie; Japanese 
Spanish fast food; Schlumberger/Sedco, 

takeovers; French coal; Jamaican ag 

Business Brief: Not-so-special specialt $ 
Finance: Trading places in Hollywood; Hous: of Fras e 
AEG-Telefunken; Dome Petroleum; USM: Philippine an 
Argentine debt; Developed countries’ debt - 


Science and technology: Optical fibres go local; Hyb id 


antibiotics, Anti-gravity; Video cameras . 
Economic and financial indicators 


99 Booksplus: Neil Kinnock; Kenneth Clark k Lloyd's ofl | 
New York City Ballet in Italy; Neil Jordan; Fims = 
6 Letters | 


Europe and Eire Airspeeded 
Asia, Pacific & Middle East Airspeeded[ ] £57. 00 


2e Africa, 
| Central & South America Airspeeded FT] £75.00 


USA, Canada & Mexico Airspeaded [1] 5$85.00 i 
(£ Stering, US $. Canadian 3 and Eurcchequri can e scoop atthe current charge tates)“ 
Name Mr/Mrs/Miss d 


Address 














k deregulation 


ou strongly support fur- 
nancial deregulation which. 
hreaten the remarkably 
ed American financial. 
(September ist). You 
ddress the reality that 
most from such. 
are the very money-. 
ks.and other. major 
stitutions who will not 
d to fail (resulting. for 
in the extraordinary 
of all deposits at Conti- 
nois and the IMF sup- 
interest payments due 
or-quality LDC loans of 
nitre banks). 
asy it is to be for a free. 
r others, if the ultimate 
e free market—the right 
& not a viable public 
ption for money-centre 
ns. There have been 54 
ank failures so far in 1984, 
jest since the great de- 
On. An aggressive deregu- 
n agenda increases risk - 
oss the board. 
: KENNETH A. GUENTHER 
Independent Bankers 
Association of America 






























































































| ashington, 





merican debt 
IR— The foreign indebtedness of 
he United States is now more 
iin four times that of all the 

tin American countries com- 
ved. In the case of the United 
S, the debt is in the debtor's 


11 TheEconomist 5 












edness is ۵ 
were a cowboy 
mafioso deputy, 1^ 
as much as I could as quickly as 1 
could, devalue heavily, and then 


ride off into the sunset. 1 would 
have solved the "temporary" pe- | 
_ breathing” (August . Hth). 
. veals the mirror image quality of 
.Mr Reagan's and Mr Chernen- € 
ko's attitudes towards environ- Mar 
mental protection. Both camps 

; "treat environmental protection - 
of an economy large enough to be . 
able to ignore world economics | 
al bias shudder under the truth 


-cuniary problems of my elector- 
ate at the expense of some spoilt 


_ Arabs and unmanly Europeans. 
When is the devaluation com- | 
ing? The creditors say after the ` 


elections, but if I were president 


for a month or two, I might 
choose to do it a month or so 
before the elections, to give my 
fickle electorate the well docu- 
mented "inflation rush" at just 
the right time. Credit is the drug, 
we're the growers, he's the push- 
er and shortly is the time. | 


Bandung, 
Indonesia 





Patriotism 


SiR—Your correspondent (Aur  y 


gust 18th) says Samuel Johnson 


linked patriotism with scoun- SIR 1 


drels, which is an allusion to the 
quotation: “Patriotism is the last 
refuge of a scoundrel”. 


hide their true motives, such as 
greed, overreaching ambition 


and revenge, behind the cloak of © 


patriotism. It doesn’t imply any 


scoundrels; quite the opposite in 


"] fact. Patriotism. means a readi- 


ness for self-sacrifice, a notion 
foreign to scoundrels. 
More than most countries the 


` United States is a frame of mind 


rather than a place. It is associat- 


~f eg with democratic government, 
















e have become an almost 
nalised part of the UK 
ic.scene, This report, a 

and updated version ofone 
blished in 1982; is a guide to the 
arious aspects—commercial, — 
inancial, legal, taxation etc. It 
ncludes a survey of institutes willing 
to finance buy-outs. 


£35 or USS70. Airmail postage £2 
ust t). Payment with order please. 


Unit Ltd (X1)‏ سپس ساب 
Avenue Louise, 895 —‏ 137 
o5 B-1050 Brussels‏ 
Belgium. Tet (02) 538 29.30‏ ` اف 
Frankfurt am Main 1‏ 6000 20 
W Germany. Te: 0141‏ 5 


































- there 


individual freedom and individ- 
ual responsibility. If these ideals 
are to thrive it is to be hoped that 


Americans will continue. to be 





xps patriotic. : F 
Austin, Te. ras MM | OcELYN TOMKIN 
Geraldine Ferraro 


SIR—You have done a beautiful < c 
: Zealand Bed hi oh 


whitewash job on Mrs Geraldine 
Ferraro (August 25th). To wit: 





"[She] has had to make a pay- 


ment of arrears... in order t 
repay her husband's _improp 
loan for her campaign costs" 
was Mrs Ferraro's loan that was 





illegal (in excess of statutory lim- 


Your 
"No disgrace 
. 0 om que is mno long er 


its), not her husband's, 
paragraph ends 


tt 


|. heard o 
interest" or 


y ii | a > duciary respon 
currency y and he rate of | indebt 


dent With a 3 
uld borrow = 


j Russia and America 
SIR—Your Moscow correspo 


Tim BOWYER | 


E oe 


N Ms matchi in your of mns, 1 
Johnson . 
meant that scoundrels often try tO 


۱ ` considerable: pr 
: real link between patriotism and — 





grace there either, 1 s 
Corn G Gii M 





dent's article, "Excuse me f 


as an 0۷۵۲۰ -rated luxury”. —— ^. 
Those unclouded by ideologi- 


of Francois Mauriac'sstatement: gestion to: yone, let alone to 
It is not the difference between the. Philip. Jones, chairman of t 
United States and the Soviet Union Electricity Council, who, as. 
which should worry us, but what - happens, wi | away on holiday. 3 
they have in common... These f am Je | ndi a 
technocrats, who consider - them- و‎ we 














gin eers and 
| would | 


























selves to be opponents, are both. the tet 


dragging mankind. in. the same. 
rection, ی اجنیا‎ the destruct 
true. humanity. . 


Fortson, 


















feel.that Mr P. J. Carmody’s 
letter (August 11th) should not 





“go unanswered. 


Your leader on: 
Muldoon (July 2 







as given 
ro in the 
New Zealand news media and 
was generally considered—by 
both commentators and public— 
to be an accurate assessment of 
Sir Robert's policies and pome 
ministership. — . 

The "very solid block of 36% 
voting for Sir. Robert” that Mr 
Carmody notes is actually. the . 
lowest percentage of the total. 
vote the National Party has re- 


ceived since before it first became | 


the government in 1949, 
As to the assertion that “Sir 


Robert was precisely the oppo- 














site of a populist”, one wonders if... 
Mr یی‎ knows e menm 





comes even remotely close to Sir 


poa n pen 








۱ shall look forward to your cogent 


: J : Surrey i 


Y 'Sir Robert 


Robert’ 5 constant, use of appeals. 
i to eet at hit sen! ment. Only the 





editorial support for our next 


salary claim. 
Chertsey, JOHN LYONS 


General لا ی‎ EMA 





Elections - 

electoral: calendar is‏ :قرو 
not quite as uncluttered as. you‏ 
suggest (“An economic chance",‏ 
September 1st). You correctly‏ 
indicate that the next French‏ 
presidential election i is scheduled‏ 
for 1988, but you overlook the‏ 
fact that French legislative elec-‏ 
tions must be held before April,‏ 
You also fail to mention t‏ .1986 
mid-term elections in the Unité‏ 
States. The only year clear of‏ 
immediate electoral pressures for |‏ 
-the big five is 1985... ca 0‏ 


Ann Arbor, e 
Michigan: 


















‘Vous p nor -vous - 


of "you" t سا‎ | 8th) nehty | 
| point out the ex anding use of tu. 
France and Spain. Elements of 


When 1 lived in a French insti- : 
tute in Spain I learned that it was 
undoubtedly correct to address 
the resident librarian (some five 
. years my senior) as vous. On the 


a -< Other hand, if we spoke Spanish it 


Wellington, 
New Zealand — — 








was clearly right to use ru. 
London ALISON WRIGHT 
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1 the institute’ 8 Technical Director will be: Jeaving at the end ot and at the same. dime: Ne able le to pen inda res 3po 
October to take up a senior appointment in commerce and the views of the general membership of the Institute. - 
T m esed Fo capella cone of proven achieve- ne Mahler A d oversees some 40 statt, some ۱ 
ces BU whom support committees. ; 
-The Technical Director occupies a key position in the insti- The Busch ul candidate will have had expe 
tute's Secretariat. He co-ordinates and directs the Institute's P6 firm at do 
technical activities on behalf of the committees concerned. He wie diua S'i tecnica! competence ‘good judament and 
advises on policy options and work programmes and assists in abiit مریم‎ policy issues analytically and creatively. E 
the presentation of the Institute's technical policies and views - y 
to Government, to the public, and to accountancy bodies Candidates should preferably be بش‎ 35 300 45. Salary 
overseas and other international organisations. The candidate according to experience and qualifications but not less than 
for the post of Technical Director must be at ease with senior £30,000. —— EN 
representatives of GERE and business e Applications in writing to Michael Hoyle at the address below. 
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services gr oup, which offers a number rof interesting c career ۲ opportunities, | 
nci: | services group tiaises with gh financial i institutions and advises clients On 6 corpor rate finan 
acquisition i in 1vesti 
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BL ستاو‎ should be chartered acct s, aged up to 35, who have obtained relevant. expe 
— ina financial institution, or in the c corporate finance department of a large c corpo ration. ۱ 
z Prospects for career ele niger are excellent 
- Please send a full career résumé, 

z of Financial Services. 
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à a sharp awareness Sof idi hé ti ist‏ سر 
ideas on the future of textiles — | ۳‏ — 
education to degree level E: ineco 10‏ — 
ability to manage a diverse team of uhi |‏ — 
ability to meet deadlines‏ — 

initiative in marketing. and promotion.‏ سب 


The post will be based in London. Sal ar jis 
candidates currently earning less thai | 
y to be ee sadn 







of the E Sanay: and Demand aie iode 

requir larity with the wide range of political and 

fT ifa actors ti that determine the future of nuclear power and its 
sts are — on the 










































perience of the nuclear or mining i industries iS 

able but not essential, A knowledge of energy policy, business 

ministration and international commerce will ! be an advantage. 
Jlicants must be fluent in Cog. Wide interests, initiative, a 

y mind and diplomatic skills will be prerequisites for success in 

je work of this major international industrial association. 
“Salary in each case not less than £20,000. Contributory 

‘pension scheme, 

3 Applications, accompanied by a curriculurn vitae, should reach 

the "Secretary-General t the Uranium Institute, 12th Floor, Bowater. 

House, 68 Knightsbridge, London SWIX 7LT not later than 22nd 

October 1984. Wherever possible, preliminary interviews will be 

e held i in add convenient to candidates Wag outside the U. E 
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E.P. INTERNATIONAL - 


(Advertising Search Selection. 
46, Pall Mall, London SW1Y 56 














Environment and Resources 
 ERLisanintemational environment resource consultancy group 
based in London. Our work includes market evaluations, feasibility 
studies and public-sector master plans. Our clients include _ 
government, international agencies and industry. | 
^.- Weare seeking an experienced consultant with an economics 
background. | 
. He/she will be required to: — 
` further develop the economic, management and marketing 
services provided by ERL in the fields of environment and 
 fesource development; | 
to be responsible for the economic and management aspects 
-of major international studies undertaken by the firm, 
"loproject manage multi-disciplinary teams working on resource 
development assignments. 


level. — | 

©... This position offers considerable opportunities for business _ 

development as well as day to day activities. Success will be .. 
awarded by a board appointment and equity participation. — ~ 


See The Managing Director ۱ ۱ 


, Environmental Resources Limited 4 
^ 79BakerStreetLondonW1IM 1AJ "Y 


xperiencéd Executive to direct the accounting, disburse- 
$, budget, EDP, purchasi 


| The successful candidate will have an advanced degree in 
` ‘Business Administration or Finance, a strong international finan- 


| cial and managerial background with five or more years of 


-| progressively responsible experience supervising financial, data 
| processing, personnel administration, purchasing and facilities 
“management services. Experience in a research.or academic 
"setting as well as the ability to work in a supporting role with 
Wghly trained. scientists is essential. Fluency in nglish is 


P. 1 “required. Spanish fluency highly desirable. ۱ 
‘HE is conducting this recruitment search on behalf of the . 


isultative Group on International Agricultural Research. An 


| excellent salary and attractive benefits package are offered 
| Applications, nominations and recommendations, which must 


= ۱ “include salary history and requirements, may be sent to: 


n EMPLOYMENT MANAGER — 
ANSTITUTE OF INTERNATIONAL EDUCATION 
: 09 United Nations Plaza, New York, NY 10017 


i WE ARE AN EQUAL OPPORTUNITY EMPLOYER . 


Excellent career openings in the Public Services 
for suitably qualified personnel. 


DEPARTMENT OF FINANCI 
First Assistant Secretary Ref No: 


Salary: K22,520 (£18,016) PA mE 
To be responsible for the efficient functioning and economical 


“management of the General Financial and Economix 


including International Finance Branch, and to hold statutor 


| appointments and membership of Boards and Committe 
required. = = = ۱ a 
Qualifications: University Degree in economics, extensive 


ES 


and financial programming as related t 


at Secretaries (Revenue) RefNo: 


as essential. . 


: Research Ecos 


DEPARTMENT OF TRANSPORT å 


CIVIL AVIATION | 
Transport Economist o: 

Salary: K20,520 (£16,416) PA bx 
The appointee to this position will be responsible to the Chief 
Planning Officer—Infrastructure Development. Duties include tf 
assessment of the existing transport infrastructure and the relátive 
effectiveness of air, sea and land transport towards the minimis 
of transport cost. NM" "A 
Qualifications: Appropriate University Degree with major studies in 
transportation and practical experience directly related to transport 
infrastructure planning are essential. bw a 


Salaries are payable in Papua New Guinea Kina. The exchange rat 
varies from time to time, but on September 20 it was £0.80 = K1.00. 


BENEFITS 
3 year contract initially. 24% gratuity of annual salary. Free — 
married/single accommodation. Airfares to and from Papua New — 
Guinea. 6 weeks annual leave. Generous education subsidies. 


Please forward applications in the form of a detailed curriculum vitae 
in duplicate quoting appropriate Reference Number, to First Secretary 
(Recruitment), Papua New Guinea High Commission, 14 Waterloo 
Place, London SWIR 4AR. | 


Closing date for applications 18 October, 1984. 
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Massachusetts Institute of Technology 
Alfred P. Sloan School of Management 
Executive Education Programs 
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THE MIT PROGRAM FOR 
SENIOR EXECUTIVES 


A general management program, 
Suitable for a broad range of 
top-level general or functional 
managers from a wide variety of 
backgrounds. 


An interdisciplinary study of 
management and the economic, 
social, and technological 
environment of the organization, 
the emphasis is on new knowl- 
edge, current research, and future 
trends. 


The program is offered twice 
yearly for nine weeks from 
February to April and from 
September to November. 


THE ALFRED P. SLOAN 
FELLOWS PROGRAM 


A twelve-month program leading 
to a Master of Science in Man- 
agement for U.S. and inter- 
national industry and government 
executives. A health management 
option is also available. 


Applicants should be in middle to 
upper-middle management or 
staff positions with approxi: 
mately ten to twelve years of 
experience. 


Applicants are nominated and 
sponsored by private and public 
sector organizations, selected by 
MIT. and appointed Alfred P. 
Sloan Fellows. 





We are actively seeking to 
increase the number of qualified 
women in both programs. 


For further information please 
contact: 


Office of Executive Education 
MIT Sloan School of Management 
Room E52-135 

Cambridge, Massachusetts 

02139 


Telephone: (617) 253-7166 
Telex: 921473 MIT-CAM 
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his magnificent Mediterranean-style 


d offers sweeping views of the - 


Ynez Mountains from its hilltop setting. 
i Brochure *ET 21-51 


Aspen, Colorado 


ETREAT: Just one-half mile from down- 
some 7-room residence is situated on 5 
rout ponds and 600 feet of frontage on 


Brochure *ET 31-03 


ns Nevada 


o ye chib, spa or resort. 
l Brochure *ET 11-07 


pues ۳ TERNA NATION Hills, CA 90210 
۱ ۱ 22 2 


ee Published feront, by The 
Television Digest of Washington, 
an onana source ay news and 
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IRDERFORM Please enter my subscription to CONNECTIONS 


n ot US$300 for 26i issues. 


d (Guardian) | it it spatights populi 
B determining the progress o di 


. |. Bookshop, The Old Piano Factory, 43 Glouc estet 
.| London NWT 70 
i] ORDER FOR FORM 
| Please send me 
` @ £5.95 each + £2.00 p&p per copy - 


pesci The Wor evelo 


۱ enclose my cheque/postal order fore ME rà 
payable to The Economists’ Bookshop. 
| Please charge — to my: credi t card 
Access/Visa 


DR NO. ای‎ unii Expiry Date: 


Signature Date 
viole pe | 
Address sas 
if your credit card account address i is “different to your ET EY address, 

please fill in below: 


Orders and enquiries from North America should be sent to Oxford 
University Press; 200. Madison Avenue, New York, NY 10016, USA 
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DB notices earn contracts for 
‘tof every : 3 bidders 


Fortnightly, Development Business publishes - 
* complete deals on tender notices for imm diate acti 
* earliest and first World Bank tender and pri 
* $1 billion of new project notices fro 
issue 1 "n 
* international business intel i 
* advance projectinformati 
of World Bank and Inter-A 


Devcon dent! Business E 
PO Box 2633, ‘Saugatuck Station 
Westport, CT 06880 > 
Annual subscription: IS$25 tinclu 
UN dei aile Forumby chequeor 
on a bank located in the JSA. nay 
Enter my order for سس‎ meer : | 
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"We need this job yesterday." a In 1983 we established a link with Burrup- 
2 |. ,,, We've been trying to deliver on that one for over Mathieson, one of Europe's leading financial. .. 
E `. 50 years. Long ago we earned a reputation for being printers. And in November of that year, we actuall 
am reliable and precise. But we always felt we could managed to deliver a job sent from London on th 
improve our speed. AM X. evening of the previous day in New York, ^ 
» “Yesterday!” Our customers kept saying. — In 1984 we'll be able to deliver a job from Tokyo. 
"Faster!" Our management told the Pandick sent in the morning and received in the morning ۵6 
organization. In 1973 we originated PACT | the previous day. And on that momentous occasion, © 
(Pandick Computer Typeset). PACT wasa giant leap we know exactly what to expect from Pandick si 
for our kind. City to city, across the continent, we management. ۱ M. 
were able to transmit camera-ready copy in seconds. | Somebody will light up a cigar, smile, and say, 
TU NS k “Faster!” 


“Faster!” Management said. 
11 1 E FINANCIAL PRINTER 
345 Hudson Street, New York, N.Y. 10014 - 


fice o ices arid plants in New York, Atlanta Boston, Chicago, Dallas, Houston, Los Angeles, San Francisco and Ne i hington, 
“Additional sales offices in Denver, Minneapolis, Oklahoma City, Palo Alto, Philadelphia, Seattle and West Paim Beach 
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2 enjoying. anon- inflationary boom. Its real gross nation- 
. al product has risen by 12% in the past 21 months. 
. During that time, 


. managed only 73%. Throughout the recovery, America 


. has held its inflation rate to barely 4%, recalling those 
. happy days when few people knew about M1 or M3 and 
. even fewer. could say what Opec was. Mr Ronald 
`. Reag: gs the | praises of an earlier, confident Ameri- 

he voters’ blood. More. remarkably, he.has 









reviously cS economists as s well. 





Doom. In 1982 they all دب‎ to f iid an economic 
- recovery, and they all wanted theirs to be. export-led. 
-. Only France under President Francois Mitterrand had 

















. devaluing its franc for the third time. America and 
Japan were probably the only countries that could start 





anks were repatriating dollars from their overseas 

yers, especially in Latin America and Asia; and, 
«Mr Mitterrand in France, Mr Reagan Was 
ing up his country's image as a capitalist haven. 
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1 ing good must be happening there. America is 


۱ the gnps of western European 
` countries have grown by about 4%; even Japan has 


into. a net debtor sometime next ye 
tried import-led growth, and it retired hurt after 


scal-cum-monetary reflation without upsetting the 
rency markets. The United States had two big props. 


ople who manage billion-dollar funds prefer capital- 
: Di Americas these c days, a a high. -tech version piat 


i fiped m many countries to ae ha hev 


. The. fhird | world’ So ation) averaged 13% of thei 







debtors have earned more through 
year than they have had to pay i 
payments, so their debt-service ratios 
the worst-hit poor economies, such a: 
Brazil, have started to grow again. 
America has therefore pump-prim dt 
the 1980-82 recession. Optimists say t 
should now settle down to sustainable 
while western Europe revs up to that spe 
continues at a sluggish (for it) 5% or so 
cans would then find their debts « sisi ert 















































ada al countries ond. get à ۳ 
Reagan s would d deserve t to ah mad 0 





this Kars to lm aso will AF meetin 
The reasons E at home, but € 


abroad When they can make ihe bes 7 
CRE € out of a slump. By definitio | 





world Was ; to boost its net exports to. Am 
this rush of money into the dollar co 
longer, it will impoverish the United 


since 1914. 2 2 DE 
. Nor will other countries derive. any Hm | 
from exporting into a bigger and bigger 
deficit. First, because exports are only a sm 
most economies. Even in the short. term, 


investment. Second, jM Americans: ar 
from robust free trade into protectionism, « 
Mr Reagan vetoed import quotas for coppx 
not granted the American steel industry qi 
trade restrictions it lobbied for. This is giving 
ists everywhere a cue to ask their own go 
tit-for-tat controls. And, third, because long-t 
nomic health depends on countries. investing pr 
tively at home. 

The world is not saving enough to financ 
revival of investment. In the seven: largest 
economies, net savings (ie, gross savings min 
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t for four years. Its public 
projection bar the administration’ $, 
sring the next few یز‎ when 

























e hing about itself 


then Anastasio Somoza was removed from the family 
iness of running Nicaragua five years ago, there was 
arcely a country in Central America that did not cheer 
all of a tyrant. The Sandinists were the heroes of 
le region and the hour. Their revolution brought the 
ype of change—and of a measure of democracy—to 
most stagnant corner of the western hemisphere. 
oday, Nicaragua is increasingly regarded by its neigh- 
bours with a mixture of fear and distaste. 
Vhat the Nicaraguans themselves feel is unlikely to 
ut to a proper test. The Sandinists have reluctantly 
| to an election in November; but if, as seems 
itis boycotted by the main opposition party, and 
- apparatus works for the Sandinists, it will be 
atisfactory election. Outside Nicaragua, howev- 
neighbourhood is making its opinion clear. 
iot just in El Salvador and Guatemala (whose 
1es are slowly becoming less unsavoury and, there- 
less susceptible to exported revolution). that 
gua is a pariah. Those more democratic neigh- 
which, loathing Somoza, welcomed the Sandin- 




























om the United States now realise that the 
ra an government is not so easy to befriend. The 

ies of the Contadora group—Mexico, Venezue- 
bia and Panama—set themselves up in 1983 
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with a thud. 


armourers. Quite the contrary: the Sandinists have 
recently said they are willing—and trained—to take 
delivery of a squadron of Soviet Mig fighters. 
Venezuela was the first Contadora country to feel 
frustrated. It stopped supplying oil to Nicaragua, after 
the Sandinists refused to take Venezuela’s hints about 
elections (not surprising: Venezuela’s democracy is the 
most dangerously genuine one in South America). 
Then, late last month, democratic Costa Rica, which 
shares a long border with Nicaragua but possesses 
virtually no army and has, therefore, reason to be 
particularly patient: with | the Contadora process of 
gentle persuasion, gave up: the whole thing had run out 
of steam, it said. The Sandinists were proving so tough a 
nut that a bigger nutcracker was needed. n ~osta Kica 
suggested that the Organisation of Ameri | Sie States 
(which, and this is the point, ince th it 
would be a better instrument. E 
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romises Contadora sought. Mexico, 
tate, did not even push for an election 
erely suggested a measure of plural- 
een forthcoming. It wished the Sandin- 
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eek that the involvement of “the communist block 





ntation with the United States and, to that 


uld not be to our advaritage". ۱ 

ond reason is that Mexico—leading, as it has 
he days of Cortes or Montezuma, the mood 
f Latin America—is turning away from a 














- After the deal, Britain still has a job to do 


. When Germany took over Austria in 1938, a Britain 
. anxious not to upset Hitler found tactful arguments to 
bless the Anschluss. Austrians, it was pointed out, 
-spoke German and in many ways (the notable excep- 
tion in 1938 being politics) were part of the Germanic 
: world. These were the arguments of appeasement. Mr 
Deng Xiaoping's China is not Hitler's Germany, and 
Hongkong is not Austria; but let the Hongkong settle- 
ment that is to be initialled next week by Britain and 
China not be saluted with similar arguments. It is, at 
most, the best of a miserably bad job. — 
, An all-but nation of 5m people, which enjoys a far 
gher standard of living and a lot more freedom than 
huge authoritarian neighbour, is to be handed over 
in 1997 to the future mercy of that neighbour. This, of 
Course, is not how the matter is presented in the 
agreement that will be put before the British parlia- 
ment. The defenders of the agreement, among them 
Britain's Sir Geoffrey Howe, maintain that, although 
China's domestic policies may wobble from time to' 
time, the Chinese stick to their international arrange- 
ments, and will therefore honour their promises to 
"keep Hongkong as it is" for 50 years after 1997. 
. "They may, and the joint commission that will watch 
_ over Hongkong for at least a few of ‘those years provides 
-some hope of continuity. But do not count on it. China 
not always a gentle neighbour: Tibet, Taiwan, India 
d Vietnam will bear witness to that. Mr Den 4 
iaoping himself probably means what he says; but he 
(d ve 






























is 80 years old and another, more orthodoxly commu- 
` nist government awaits its moment in China. 5 
.. Could Hongkong have been saved? Maybe not. The’ 
ents, in Tolstoy’s phrase, has taken place. 
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assemble an international conference to- 


last task in Hongkong is not to s 
concentration camp waiting for 1997. 
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and development problems, it has 
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more people in one si 
Nicaragua). ^. | 
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renew supplies of oil if the Sand 
west nature of their conflict. The 


























pluralism; and a commitment that Nic: 
op as a Central American econom 
European one. The Sandinists shou 
Cuba and far-off Russia, Mexico's 

ship they had got. Now even that is goi 





































hang tough: she argued that part of Hongk 
British sovereign territory, in the hope 

best possible terms for the larger p 
committed to returning to China. ] 
bow to advice that the Chinese didr 
that and, by golly, might cut off the 
they might; in the end, Hongkong is ne 
nor recapturable. But from then on Brit 
weak. Mrs Thatcher deferred to those who 
know the subtleties of the Chinese mind. In 
Chinese negotiator as with any other, you don't. 
something until you are offered somethi: 
Quieter talking between Sir Geoffrey Ho 
Chinese won something in the end, but not mu 








The last hours of the star EM 
Hongkong was a bright, late-rising star i 
imperial history. It generated a ri ch, 


independent-minded middle class. | 
















offered, until Britain flinched in the late 1° 
for refugees from communism next door. 
must look to its last 13 years in Hongkong to s 
can still do for the people there. EN 

At the very least, it has an obligation to help 
Hongkongers who cannot bear the idea of livin 
communism to find a home elsewhere. Some o 
could and should come to enliven Britain; but ] 
racial politics probably means that they ca 
come. Mr Bernard Levin has suggested ti 


settlement of the rest. It is an excellent idég 
not to stand guar 
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The right level for the job? 
16 n ew members of the EEC commission in Brussels 































ans, three months before they are due to start work 
id before they have settled which jobs each will do. 

At least 10 of the new commission's 14 members will 
oe newcomers. The new commission will be responsi- 
le, until the end of 1988, for an annual budget of more 
ian $20 billion, for running the EEC bureaucracy, for 
nonitoring the community market and for making 
'oposals to its council of ministers. Without the hard- 
on agreement of the 10 member-states, the commis- 
sion cannot, on its own, make the community go right. 
But a badly run and flabby commission can make the 
SEC go wrong. A less pretentious commission than 
ome of its predecessors need do no harm. But Europe- 
ins cannot afford the new commission to be incompe- 
ent. Will it be? | 

As president, France has sent Mr Jacques Delors, a 
ormer French finance minister respected, if not always 
rusted, by his colleagues from other treasuries. The 
Greek, Danish and Dutch commissioners are all 
hought well of in their own countries, and in Brussels, 
even if they are not widely known to outsiders. That 
dynamo of a French-speaking Belgian, Viscount Davig- 
10n, will be succeeded by a Flemish politician, Mr Willy 
de Clercq. This is a loss, but one the commission can 


irvive: Mr de Clercq, Belgium’s experienced finance 
minister, is no lightweight. Groans of disappointment 
lave met the British, for sending a Conservative 


axman and a Labour second choice, and the West 
en 


"11 
is 


I ne days are gone when the British constitution was 
'egarded as a model for the democratic world. Within 
Britain’s own smug parliament, the virtues of the 
“Westminster system" are now questioned. Until re- 
cently, however, the system was not challenged, at least 
n public, by those whose job was to make it work—the 
civil servants. Yet scarcely a month now passes without 
some document being leaked by a junior or even senior 
civil servant, a "day of action" called, a code of civil 
service ethics proposed. 

. The British system rests on three elements: a govern- 
ment drawn from the majority party in the house of 
commons; sustained by strict party discipline in parlia- 


ry—that have little statutory basis and, often, less 
18 
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'€ being written off as a B-team of has-beens and also- 


| leak, you leak, he leaks 


Vr: 3 Thatcher is helping cause the leaks she quite properly wishes to stem 


ment; subject only to checks—judicial and parliamenta-- 
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Germans for sending an obscure union official. But the 
outgoing lot of British and German commissioners, 
from countries whose politicians see Brussels as a 
career boneyard, has been little to write home about. 

That Mr Delors has had no say in choosing his 
colleagues means little. They were foisted on him by 
member governments. Does that undermine his author- 
ity from the start? Not really. Mr Roy Jenkins of 
Britain, president of the 1977-80 commission, and Mr 
Gaston Thorn of Luxembourg, president of the 1981-84 
commission, were, for form’s sake, consulted. But 
neither had any real say in who joined them on the 13th 
floor of the Berlaymont. The reality of power in the 
community is that it remains with the national govern- 
ments. This is why commissioners are still chosen by 
national quota and why a commissioner who wants to 
do well watches out for his own country’s interests—to 
further them but also to get support for other things. 

Many Europhiles would like it otherwise. They 
would like a commission run not by dull technicians but 
by politicians with a European message and with the 
lungs to give it voice. This is an understandable, but a 
sentimental, mistake. The best contribution the com- 
missioners can make to the EEC is to run its machinery 
efficiently; to know their onions, and how to lobby for 
them effectively in national capitals. Now that cost- 
cutting is the order of the day, it can hardly be 
complained that, of 14 commissioners who take office 
in January, four will be former finance ministers and 
one a tax accountant. 





effectiveness. The present Lord Chancellor, Lord Hail- 
sham, once criticised this system as an "elective dicta- 
torship". The prime minister, in contrast, has long seen 
elective dictatorship as a virtue of the constitution. 

The senior civil servant is left in an ambiguous 
position: constrained by professional protocol and by 
the Official Secrets act to take no public part in politics 
and loyally to serve the government of the day, yet in 
private trained to probe ministers' proposals for weak 
points, to ask difficult questions, point out inconsisten- 
cies, and to smooth out absurd nonsenses. The scrutiny 
of the government's public expenditure and other plans 
within Whitehall now dwarfs in both quality and 
quantity what is offered from outside. With parliamen- 
tary opposition, and the trade unions, so weak, the civil 
۲ THE ECONOMIST SEP E : ER 22, 1€ 34 
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1S ) angerous. N o governme t, of left or right, 
n well when private conversation and decision 
thin it can be destroyed by leak. It is a recipe forever. 
h r cabals and ever more secretive channels of 





o that extent, the Thatcher government’ s attempt to. 
ippress leaks and punish leakers is right—though the 

























netic engineering is about to raise a new moral 
tion. Genentech, the Californian biotechnology 
jany, has discovered how to mass-produce human 
hormone (HGH). A committee advising Ameri- 
Food and Drug Administration wants further tests 
"before HGH is launched. This is not from any 
ence that the drug—a natural not a synthetic 
tance—has nasty side-effects. The committee 
worried that people may use HGH to turn 
babies into seven-foot basketball players. 

s produced by the pituitary gland in the brain 
nulate growth. To grow normally, children who 
GH have had to rely on scarce supplies extracted 
human cadavers. For them, Genentech's discov- 
g d news. But, once HGH is on the market, its 
cription by doctors cannot easily be restricted. 

‘that matter? HGH is the first of a series of 
d drugs, all present in the. body, which may 
5 g the sick. A 











felon of the upper puss ol 


ive e pas -positively benefit from new cl 


| cannot all be done. 
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merely undemo- 
-sition and criticism outside the corridor 


encouraging some civil servants to turn ‘into. self- | 
-appointed constitutional "checks" on the actions of 
ministers. She will not achieve strong government, Or 


Ito correct dwarfism could be abused—control it, don't ban it 


; drug used to help. 
: about. food could be 
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are, and are not, official secrets. 
use of a few political cuckoos in 
assist ministers in policy-chasing: her than conce 
trating this function in 10 Powe 1 p Street ‘where i 


benefit enormously. By choking off co 


ment, Mrs Thatcher is not protecting. this tra 


lasting E if she undermines a system that she 
wants to prop up. © | 


enhancer to treat senile dementia, but which might also - 
be used by exam candidates. If people are silly enough. 
to tinker with themselves for inessential r ' E 
them. They can weigh advantage a 
decide their own minds. But make the m 1 
very difficult, and harder still for any. frivolous applica- - 
tion by parents to children. Children's children. should — 
be safe: these drugs do not change genetic codes. — 
As medical ethics should forbid the really bizarre, the 
prospect of doctors prescribing self-improvement drugs | 
should not be dreadfully worrying—so long as regula- 
tors also compel firms to check the safety of each drug. 
as prescribed. All the information : about the purposes | 
and potential benefits and risk such a drug need to 
be made available. The fu | costs of taking it for 
ê dowagers’ face-lifts, be 

nments. With full 
take a drug and- 
r for the children 
0 1 themselves to. 
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“For DG BANK and its Group, the year 
Jnder review has been a successful one — 
as can be said for the whole German 
apoperative banking system (for which 
۴ BANK acts as central bank, liquidity 
nanager, and international arm)... 

"in 1983, the Group's total assets grew 
2۷ 11.6 percent to almost DM 77.7 billion 
equivalent to U.S. $28.5 billion) ۰ 

"The Group's loan portfolio increased by 
5.7 percent to DM 62.3 billion (US. $22.8 
zillion)... 

“International loans and money market 
leposits, at DM 14.0 billion (U.S.$5.1 billion), 
vere up by 94 percent... 

"Net interest earnings benefited from the 
act that the rates for the Bank's resources 
declined faster and more markedly in 1983 
han the rates for our assets. In conjunction 
nith larger volume, this led to an increase 
n net interest earnings by more than 50 
26۲66۲۱ for the Group and by almost 60 per- 
ent for DG BANK.. 

"In our securities business, the number 
f orders executed for clients was 60 per- 
cent higher than in 1982. For German 
shares in particular, we recorded a sizeable 
ncrease of orders from our international 


DG BANK: SUCCESSFUL IN 
CONFIDENT FOR 1984. 


clientele. In the field of new issues, the Bank 
lead-managed two domestic issues and 
acted as lead manager or co-manager for 
31 international issues. Our international 
commercial services also recorded a grati- 
fying increase in net fee income... 

"These results again enabled us to in- 
crease substantially provisions for loan 
risks, mainly country risks... 

"The Group reports - as for the previous 
year — an after-tax profit of DM 100 million 
(U.S. $36.7 million). Another DM 70 million 
(U.S. $25.7 million) have been allocated to 
published reserves. We propose that the 
remaining profit be distributed as an (un- 
changed) dividend of 5 percent (tax-free 
for the recipients on account of the Bank's 
legal status as a public corporation) ... 

"Shareholders' equity, after an increase 
in the Bank's capital by DM 200 million to 
DM 766 million during the year under re- 
view, now amounts to more than DM 1.4 bil- 
lion (U.S. $518 million) or 3.2 percent of the 
Bank's total footings - a ratio which we con- 
sider to be adequate in view of the fact that 
our balance sheet structure in part reflects 
our role within the German cooperative 
banking system (with consolidated assets 
of DM 4432 billion — equivalent to US. 
$162.7 billion - at year end 1983). 

"Activities and projects for the current 





year include plans to establish a securities. 
brokerage firm in New York - in recognition. - 
ofthe substantial interest of our clients in the ۰ 
American stock market - and a merchant 
bank in Singapore which is to supplement 
the services of our branch there... 

"The Groups’ net operating profit for the- 
first four months of 1984 was 12.5 percent 
above the 1983 average, including trading 
profits... : 

"Barring unforeseeable changes in the D 
international situation | am confident that. : 
DG BANK and its Group will be able to : 
match last year's result in 1984...” 

Copies of the 1983 Annual Report and . 
Accounts for DG BANK and its Group may . 
be obtained from: : 

DG BANK, Wiesenhuettenstrasse 10, - 
P. O. Box 2628, 6000 Frankfurt am Main 1, - 
Federal Republic of Germany, Telephone: ut 
(69) 26 80-1, Telex: 412 291. E 


DG BANK 


Deutsche Genossenschaffsbank — 


THE BROADLY BASED BANK - 
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MINOUA 


See the 6۴4502 ot these Minolta subsidiaries ond distributors: 


Taiwan 


67 

(Pte) Ltd. 10, Teban Gardens Crescent, Singapore 2260‏ يم 
amen Berhad Lot 3, Jalan 223, Petaling Jaya. Selangor‏ 
Co., Ltd. 1808-1812 Kasemrot Rood Klongtoei Bangkok 10110‏ 


15, 252-9155 ~ 7, 233-2064 ~ 5, 392-7412 Australia 
TOPROS Inc. Topros Bldg. Banawe Cor. Atok St., Quezon City. Metro Manila 


Copy sizes to your heart's content. 


The Minolta EP450Z gives you 781 zoom enlargement/ 


reduction possibilities. 


There are many things that are abso- 
lutely astounding about the Minolta EP450Z, 
the world's first compact-sized plain paper 
copier with automatic zoom enlargement/ 
reduction. 

The first thing you'll notice is that the 
EP450Z—unlike conventional reduction/ 
enlargement copiers which usually offer a 
choice between two reductions and one 
enlargement—allows you to pick any of 781 
magnification ratios between 0.640X and 
1.420X with which to enlarge or reduce your 
original's image area. Think what this 
means! Now you can take the finest engi- 
neering drawings, pattern tracings or fine line 
designs and blow them up to virtually any 
size you wish. And, conversely, you can take 
oversized originals and size their image areas 
down to the precise copy dimensions 

you require. 


Santa Office mesg Y Corp. NFI. 75, Sec. 4, Nanking E. Road, Toipei Indonesia 
l Indio 
Minolta anton’ Ltd. 67-71 Chatham Road South, Oriental Centre, Kowloon 

| 


Pokistan 





The EP450Z also offers two automatic 
selection capabilities. Automatic Magnifica- 
tion Selecion chooses the exact magnifica- 
tion ratio required according to the size of the 
original in use and the size of the copy paper 
you're using. Automatic Paper Size Selection 
chooses the most appropriate loaded paper 
size according to the magnification ratio 
you've selected and the size of the original in 
use. Both of these automatic selection func- 
tions speed copying and reduce the time and 
paper wasted in making copying errors. 

For a vivid demonstration of the 
incredible EP450Z, bring some outrageously 
difficult originals along to your nearest 
Minolta office products dealer and make 
copies—in any sizes—to your 5 
content. 
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MINOLTA CAMERA CO., LTD , Business Equipment Operations, 30, 2-Chome, Azuchi-Machi. Higashi-Ku, Osaka 541. Japon 


PT Perdana Nirwana Abodi Co. 678, Ji, Krekot Rayo, Jakarta Pusat Phone: 372-609 
Methodex Systems Pvt. Ltd. 607-8 Meghdoot 94 Nehru Place, New Delhi-110019 
Phone: 682475, 682476 
Allied Equipment Ltd. First Floor, Nelson Chambers. | | Chundrigar Road, 
G.P O Box 680, Karachi-1 Phone: 214922 
Bangladesh Brothers International Ltd. G.P.O. Box 767. Adamjee Court 115—120 
Monhjheel CA, Docca Phone 232293 
New 2001000 Viko Holdings Ltd. MSI - ire Khyber Poss and Nugent Str. P.O Box 220 
Auckiond 3 Phone: 796-294, 796-295 
Océ Reprographics Ltd. 89 Tulip St., Cheltenham, Melb 3192 Phone: 584-1011 
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Special Filter 
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a sharper shadow 
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i w pa ed 80. Great age need not be a 
bar to ruling a country. Enrico Dandolo 


greatly extended the power of Venice 
during his eighties, capturing Constanti- 
hen he was 96. All the same, such - 





nopl 
late developers are a mystery, and in the 
of the newly octogenarian Mr Deng 
d ional mystery is where he gets his 











s ‘real ruler". But he holds none 
hest. offices of state. He is 
president nor prime minister. He 
rty chairman, as was his prede- 
sor Mao Zedong. He i is a member of 
'olitburo, a position that cer- 
m among the most senior 
China, but which gives him 


to: lord it over “his col- 
























y relax in the pleasure of 
y young. Mr Deng Xiao: 
e man who commands China, has- 


paper articles usually refer to him 











newspapers, but they acknowledge. its 
widespread use in the west. Important 
visitors expect to see Mr Deng. If the 
visitor is considered by the Chinese to be. 
not as important as he thinks he is, or if 


the business he has come to China to 


transact has not gone well, he will be told - 
that Mr Deng is not available. When the 
Howe, went to China in July to smooth 





ish foreign secretary, Sir Geoffrey 


over the edgy negotiations about the 


future of Hongkong, he was not told until 
the final hours that he was to be granted 
an audience with Mr Deng. He then knew 


that the Hongkong negotiations would 


continue and, maybe, that he had given 
away too much. 

. Visitors wonder how to address Mr 
Deng. “Chairman” goes down well, they 


are advised. He is not necessarily trying 
to emulate Chairman Mao. Mr Deng is 


| chairman of two military commissions. 


He walks towards you rather stiffly, 


possibly because of circulation problems .. tior 
in his rather dumpy legs. He is only4feet ^b 
it. - 10 inches high, 





shorter than one imagines 





: learning ^ hei enemie 


showing him next to y tall 1 
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cross he has molli fied with v 
servants. E 
Now he must feel: 
Why does he not fo 
taking a suitable title: 
have been happy to giy 
birthday, on August 2 
appropriate. occasion 
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different from the bloody 2 of 
۱6 Soweto troubles of 1976, or do South 
\frica’s white rulers have more cause to 
eel queasy this time? On the face of 
sings, the newly self-promoted President 
W. Botha shoüld be able to shrug off 
ée disturbances, just as they were 
ugged off eight years ago. But under 
rface he i is confronted by a number 


























mid-week about 44 people had died, 

pared with the 500-plus during the 
S- ong Soweto bloodiness, and the 
-have not been stretched. Nor has 
60,000-man army been called out. 
ough to stress its sang froid, the 
has been staging its biggest-ever 
ary manoeuvres, on the remote veldt 
e northern Cape province. 

Ww of. South Africa's 4.7m whites are 
rticularly - pert urbed. Thanks to the 
partmentalisation of apartheid, many 
m are unaware of the anger in the 
ck townships, . tucked away from the 
gaze. Newspaper and radio cover- 
outh Africa has been skimpy, with 
| media paying far more atten- 
riots. After the first week of 





The Red Cross is not usually associated 
with nuclear-free zones, peace move- 
ments, disillusioned youth or ecology. 
All these subjects came up at the Red 
Cross and Red Crescent "conference on 
peace" which took place from Septem- 
ber 2nd to 7th, first in Finland's Aaland 
islands and then in Stockholm. 

The Red Cross was started by Henri 
Dunant after he had seen the suffering of 
the wounded during the battle of Solfer- 
ino in 1859 between the French and the 
Austrians. Since then the Red Cross has 
been on almost every battlefield. But 
should it not do its bit to end the causes 
of war? Perhaps, said delegates to this 
month's conference from western Red 
Cross societies and the Swiss-based In- 
ternational Committee of the Red 
Cross— provided it keeps out of politics. 


The simpler morality 


Britain. The main front-page headline in 
the biggest daily paper for Afrikaners— 
South Africans of mainly Dutch de- 
scent—was, "Nobody can sleep peaceful- 
ly". But that turned out to be a report on 
a row in the Transvaal rugby union. 

Yet there are important differences 
from the turbulence in 1976. That up- 
heaval started as a ‘kids’ revolution" ii 
protest against the government's educa- 
tion policy. This time the protesters are 
more sophisticated and the focus of their 
anger more general. 

The disturbances may spread. There is 
à still-just-legal opposition group called 


the United Democratic Front which artic- 
ulates the blacks". grievances and eggs on = | 


mà- the dissent. And the timing of the unrest 








is particularly embarrassing for Mr Botha 
tory because, just. when he had intended his ? 
sin. newly implemented constitution to be t 







































hd sort, in. in Belgrade j, an 
ued in Bucharest in 1977. To the 
the conservatives among the. -100-p 
countries represented at this monti 
conference, the Red Cross has not been 
committed to anything very radical be- 
cause resolutions have to be adopted by 
consensus. "Peace education" looked 
fine to almost everyone, but what it 
meant was not made. clear. Fighting 
hunger and disease was agreed to be 
important, and primary health care was 
seen as a proper part of Red Cross work. 
Birth. control got a nod. None of the 
resolutions mentioned nuclear-free 
zones. 

The main problemi of the Red Cross is 
to get states to ratify two protocols, 
drawn up as long ago as 1969, which 
supplement the 1949 Geneva conven- 
tions on international humanitarian law. 
One deals with the protection of victims 
of international wars, the other the pro- 
tection of victims of internal strife. Only 
China among the big countries has rati- 
fied both. France has ratified the internal 
one. The International Committee of the 
Red Cross is planning to carry out a 
survey to find out just hów much soldiers 
know about humanitarian law. Nobody  . 
disagreed with that. 1 











acclaimed at home and abroad asa ‘nota: 
ble reform, the blacks—73% of South 
Africa's petis n pein o out: 
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3 e reform. 
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also snubbed Mr Bot 
only a fifth of them 
the new assembly. 
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Mf you're looking for a place to develop your business, the 


uM S Q ۱ Kingdom or the EEC, our specia 
Isle of Man offers you a unique advantagi 


| : | their markets easily accessible. 
< Freedom. And on more than one front. m If you'd like to know more at 
We won't, for example, lock up your profits by taxing them Of Man, or about our Freeport fa 
- heavily. In fact, with Income Tax at only 20% for both individuals Oday gg, ۱ 

, and companies, no Corporation Tax, no Capital Gains Tax and f 
«no Wealth Tax, Surtax or Estate Duty, we'll leave you free to 











à enjoy the fruits of your labour in peace. ۱ ۱ 
i Wellalso leave you free to pursue your ambitions, within a m 20 a" v 
sensibly ordered legal and commercial framework. Though we To: Ken Bawden, Government Off 
are Europe's oldest parliament, with over a thousand years’ | el: Douglas (0624) 26262. Telex: 628612 IC 
continuous and stable government behind us, you'll Pd like to know more about the Isle of Man. Pleas 
nevertheless find we're remarkably accessible and informal. Guide to industrial and financial opportunities اس‎ 


» DERE , Freeport brochure CT] 
We're generous, too. We offer substantial grants to new = 
manufacturers coming to the Island. These cover plant, - 
machinery and building costs as well as training and marketing | 
- needs. We also offer working capital loans on very favourable 
terms. | 



















Moreover, we offer you space to expand - and export. With 
` Europe's only off-shore Freeport just 80 minutes away from 
. London at Ronaldsway Airport, you'll find a unique 
industrial and distribution base combined with all the 
advantages of an off-shore financial centre. 
And, though we are not part of the United 
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problem for Mr Botha is the growth of 
legal black and multiracial trade unions. 
It is less than two years since blacks 
working in the mines, which provide 
nearly half of South Africa’s foreign ex- 
port earnings, were allowed to form 
unions. On September 17th they had their 
first legal strike, over pay. Several hun- 
dred miners were injured in a fight with 
police, though management and the new 
union had worked out a compromise. 


Only a small minority of the workers are ` 


paid-up union members. But the union 
showed formidable power in gaining the 
support of the bulk of the workers, most 
of them migrants from outside South 
Africa. 

Mr Botha has hinted that the country's 
10m blacks who live in the urban areas or 
on "white" farmland will somehow be 
catered for by possible constitutional 
gianges soon to be considered by a newly 

pointed cabinet committee. But before 
that happens he has to show that the new 
three-chamber system can bring advances 
for Coloureds and Indians. He has ap- 
pointed a Coloured leader, the Reverend 
Allan Hendrickse, and an Indian, Mr 
Amichand Rajbansi, as ministers without 
portfolio. Since both men say they are 
committed to abolishing apartheid, they 
will either have a rough ride in the new 
cabinet or, if they are quiescent, will be 
written off as stooges even by the minor- 
ity who voted for them. 

Mr Botha, meanwhile, has detained 
more than a dozen leaders of the United 
Democratic Front. Another half-dozen, 
for whom detention orders have been 
issued, are holed up in the British consul- 
ate in Durban. If they are handed over, or 
if Mr Botha bans the UDF altogether, his 
reformist reputation will be even more 
tarnished. 


e. War 


Two punch-drunks 


The Gulf war, which was four years old 
on September 21st, is almost at stalemate. 
The main pugnacity, such as it is, comes 
from Iraq, which continues to damage 
ships in the Gulf, as it has done for the 
past five months. On September 20th it 
again claimed to have hit Kharg Island. 
The six member-states of the Gulf Co- 
operation Council, who met in Saudi 
Arabia on September 18th to talk about 
joint defence, are not dissastisfied with 
the deadlock. But beware. Iran is boost- 
ing its arms' imports. The relative calm 
will not necessarily last. 

Both the United States and the Soviet 
Union seemed to be putting pressure on 
their friends around the world early this 
year to stop shipments even of light 
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Smoke but not much fire 


weapons and spare parts to Iran. The 
pressure was apparently successful, until 
about two months ago. But now ship- 
ments may be back to previous levels. 

On September llth-12th, Iraq made 
four attacks on ships that were confirmed 
by independent sources. It claimed three 
others, unconfirmed. Since the point of 
the attacks is to scare the Iranians, and 
shipowners carrying goods and oil to and 
from Iran, Iraq tends to claim around 
twice as many hits as it really makes. It 
announced proudly on September 12th 
that it had sunk or damaged more than 
200 ships since the beginning of the war. 
Many of these, however, seem to have 
been Iranian patrol vessels or modest 
little dhows. Since the shipping attacks 
started in earnest in May, only 29 hits 
have been independently confirmed. 

Iran struck back on September 16th 
with attacks on two ships doing business 
with the Saudi port of Ras Tanura. The 
Iranians have maintained a blockade of 
Iraqi ports since the beginning of the war, 
so they have only the ships plying to and 
from Iraq's Arab friends to retaliate 
against. They have tended to keep away 
from the immediate vicinity of Saudi 
ports since the Saudis shot down an 
Iranian Phantom in June. The Saudi 
coastline is now patrolled by fighters 
backed by American Awacs early-warn- 
ing aircraft. The defence arrangements of 
the Gulf Co-operation Council states 
have proved fairly successful, and oil 
exports from the Gulf remain around 
their standard 7m barrels a day (b/d). 

Iranian oil exports are down to 1.4m 
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b/d—not so much because of fear by - 
shippers of Iraqi attacks as because Iran's - | 
customers are waiting for higher dis- - 
counts to make up for higher insurance _ 
rates. Iran is already discounting by 

around $3 a barrel. : 
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France has gone out on a limb to get out 
of Chad. On September 25th, 3 | 
French troops and up to 5,000 Libyans " 
are to start to leave that country, and by _ 
November 15th all should have gone. - 
Such is the plan. If it comes off, the — 
French will have accomplished an impres- | 
sive diplomatic coup. But will Libya's " 
Colonel Qaddafi keep his side of the - 
bargain? E 
A “total and concomitant evacuation — , 
from Chad" was announced by the - 
French foreign minister, Mr Claude - 
Cheysson, on September 17th after a 
weekend of shuttling between Tripoli and 
Paris. Among those who claimed to be — 
surprised were Chad's president, Mr His- — 
sene Habré, and his main opponent, the 
Libyan-backed Mr Goukouni Oueddei. 
Mr Charles Hernu, the French defence 
minister, and Mr Guy Penne, President 
Mitterrand's expert on Africa, conferred 
with Mr Habré earlier in the month. - 
None the less, Chad's foreign minister 
maintained that Mr Habré's government - 
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had not been informed. Other sources in 
Chad’s government said that France had 
presented Chad with a fait accompli, A 
sceptical commentator on Chad radio 
asked, “Will the Libyans pretend to pull 
out in order to strike back?" 

Colonel Qaddafi appears to be making 
a special effort to persuade the French 
that he will keep his word. In an interview 
on French television on September 18th 
he came across as a reasonable man. 
There was a hiccup just before he ap- 
peared, when the Libyan official news 
agency put out a statement that there 
were no Libyan troops in Chad; but 
Colonel Qaddafi was gracious enough to 
refute this. Mr Cheysson has no illusions 
about the trickiness of his opponent. 
“The principle is: they stay, we stay; they 
go, we go; they return, we return”, he 
said. The French troops will probably be 
moved to the neighbouring Central Afri- 
can Republic, where France maintains a 
strong military force. 

It can be plausibly argued that Colonel 
Qaddafi may go, and stay gone. Unless he 
wins more friends in Africa, his dream of 
an Islamic Saharan empire unifying Mos- 
lems from Mauritania in the west to 
Sudan in the east is a non-starter. He sent 
troops to Chad in December, 1980, to 
prop up Mr Oueddei, who was then 
president; withdrew them in November, 
1981; then sent them back last year. 
Withdrawing them again will win him 
praise from African leaders worried that 
disagreements over Chad, among other 
matters, could destroy the OAU meeting 
due to be held in Ethiopia in November. 

Colonel Qaddafi has, anyway, been 
getting nowhere in Chad. His troops have 
been reluctant to challenge the French, 
and have suffered increasingly bad rela- 
tions with Mr Oueddei’s and other rebels, 
some of whom have taken to shooting at 
the Libyans. Colonel Qaddafi may have 
decided that in Mr Oueddei he had 
backed the wrong man. 

Many of the details of how the joint 
withdrawal will be carried out are fuzzy. 
Observers to monitor the plan may come 
from Nigeria, Senegal or Morocco, but 
will they stay after November 15th? No- 
body is saying. Chadian officials concede 
that the accord may pave the way for a 
reconciliation between the government 
and the rebels, but no such talks have 
been arranged. The future of the Aozou 
strip along the Chad-Libya border—an- 
nexed by Libya in 1973, and said to be 
rich in uranium—is equally unclear. A 
Libyan spokesman said on September 
18th that the future of the strip was not up 
for discussion. Chad believes that the 
Libyans will use the strip as a base to 
return to Chad. France considers the strip 
to be legally part of Chad, but may leave 
the matter to the United Nations. 
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Lebanon's cabinet swings into action 


Lebanon 


Prompter' s voice 


FROM OUR LEVANT CORRESPONDENT 


Syria has lost patience with Lebanon's 
squabbling faction leaders—and Leba- 
non, with a bit of luck, may gain from the 
fact. First, on September 3rd, President 
Assad summoned Lebanon's President 
Amin Gemayel to Damascus and made 
him agree that progress on restoring or- 
der to the country must go hand in hand 
with progress on political reform. The 
Lebanese army could not be expected to 
expand its zone of influence without a 
reform of the country's political system, 
which has favoured the Christians. 

Nothing happened for a week, and 
Lebanon promptly showed signs of falling 
to bits again. But on September 12th, 
under more Syrian pressure, the Leba- 
nese cabinet agreed that on September 
17th a cabinet conclave would begin to 
argue out political reform. With that 
decision in the bag, Syria sent Mr Ge- 
mayel a high-powered military delegation 
to work out how to extend security from 
Beirut to the nearby mountains. The 
Syrian officers have also been talking to 
Lebanon's militia leaders, among them 
their allies, Mr Nabih Berri, of Lebanon's 
Shia Moslems, and Mr Walid Jumblatt, of 
the Druzes. Once the cabinet conclave 
makes progress, a military plan may be 
more or less ready. 

When the- cabinet conclave met, as 
planned, on September 17th, the discus- 
sions moved ahead smoothly, with the 
Syrian prompters audible in the wings. It 
was agreed that the militias should release 
the hostages they have been holding. 
More important, a 40-member commit- 
tee—half-Christian, half-Moslem—is to 








negotiate constitutional reform. Another, 
of 32 members, will discuss specifically 
political reform. The other main items on 
the conclave's agenda: 

@ the appointment of Moslems and 
Druzes to senior positions in the civil 
service, to make Lebanon less dominated 
by Maronite Christians; 

Q an increase in parliament's member- 
ship from 99 to 120, half Moslem, half 
Christian; 

@ a formula for indirect talks with Israel 
on withdrawal of the Israelis from south 
Lebanon. 

Splendid stuff, but easier said than 
done. The conclave might agree on prin- 
ciples but then leave committees to argue 
over finer points—a recipe for doing 
nothing. The best guarantee of progress is 
an impatient Syria in the background. 

On September 20th a suicide bomb blew 
up the newly located American embassy * 
Beirut (the original one having alrea 
gone the same way), leaving at least a score 
dead. But America had already extricated 
itself from Lebanese politics. Mr Robert 
Murphy, assistant secretary of state for the 
Middle East, has said that Syria is “playing 
a helpful role in Lebanon". It is Mr Assad 
who is staking his prestige on his ability to 
sort his neighbour out. 
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Syria 


No return for the 
prodigal brother 


FROM OUR LEVANT CORRESPONDENT 


It is pretty certain that since September 
11th President Assad of Syria has become 
more popular with the Syrian people than 
ever before in his 14-year reign. On that 
day he announced, with typical obliquity 
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ly Sunni ana iioi ond 
anded by Rifaat Assad. They 
ieir keep. In February, 1982, 
red to crush a Moslem Brotherhood 
uprising in the Sunni city of Hama, they 
demolished large areas with the loss of at 
< least 10,000 civilian lives. 
. Rifaat would have remained the spoilt 
— child of the regime if he had not yielded to 
. ambition and pushed himself forward, 
. prematurely and at the same time belat- 
-.. edly, as future ruler of Syria. His brother, 
the president, had a prolonged spell in 
hospital after a heart attack in November 
last year. Unfortunately for Rifaat, he 
began his campaign for the succession— 
by sticking up posters—in late January 
and early February, just before his broth- 
er returned to his presidential duties. 
Chagrined at seeing his posters being 
ripped down, Rifaat moved the tanks of 
his Defence Companies into the heart of 
Damascus only to be confronted, on the 
orders of his brother, by the tanks of the 
‘gular army's Special Brigades and 3rd 
noured Division. By the time both lots 










world knew that the Assad regime was 

` deeply fissured, and Syria's claim to be 
__ the leader of the eastern Arab world had 
3 been made to look rather silly. 
- . To defuse the crisis, President Assad in 
S March kicked his brother upstairs, after 
. removing him from the. command of his 
. Defence Companies, by making him 
`. number two of three new vice-presidents. 


= Rifaat. defiantly named his son-in-law to 


. succeed him in command of the Defence 
. Companies. It availed him naught, be- 
: “cause in May he and a couple of his 

ary opponents were sent abroad on a 
on to Moscow in what seemed an 
'eproof to both sides in the recent 
ation. But after a few weeks the 
men returned to Syria, 
guished outside, moving 
erland and France. The 
be his main place of exile 
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and startling news, because Rifaat was 
-. not only the president's brother but alo | 
his brother's. keeper and chief protector. 
. The Assad regime is a family clique inside - 
The clan is 
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it could have been devastating. 


that they would rather not have someone [fy 


so controversial on their neutral soil. 

In a way, it is surprising that the 
alliance between the Assad brothers last- 
ed as long as it did. The reclusive, domes- 
ticated, puritanical president is a sharp 


contrast with his flamboyant, pleasure- 


loving brother. For years, reasons of state 
prevailed over these personal differences, 
because in a minority regime like Syria's 
one can trust nobody better than a blood 
brother. But then reasons of state began 
to pull the brothers apart. The president 
knew that Rifaat's profligacy was making 
his regime even more unpopular than it 
need have been with the generally conser- 
vative and sober-sided Syrians. The Sunni 
majority hated Rifaat, the butcher of 
Hama. 

Then policy differences appeared, or 
seemed to appear, between the brothers. 
Rifaat began to hint that he had pro- 
American sympathies, while the presi- 
dent's policy leaned heavily on Russian 
support. Rifaat decided to have his sons 
educated in the United States, and built 
himself a grand house near Washington, 
which promptly burnt down (the work, it 
was automatically said, of Israeli agents). 
On a smaller but locally important issue 
Rifaat defied his brother when the clash 
between President Assad and the Pales- 
tinians' Mr Yasser Arafat came to a head 
in September last year. Rifaat took Mr 
Arafat's side, and, though he could not 


prevent Arafat being expelled from Da- 


mascus, claimed that it was he who gave 
Arafat safe conduct out of the city. 

By banishing his brother, President 
Assad has stripped his regime of its most 
reliable. protection. But many senior 
Alawite officers still remain in key posi- 


tions in the armed forces. And what the 
president has lost in direct brotherly pros 


tection he may have gained. in general 
popularity, by repudiating the most of- 
fensive sy mbol of Alawite یت من‎ 
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Mass for men killed by security forces; their names are on the cross 


"Salvage" 


Eleven men travelling on a bus in the 
central Philippines island of Negros were 
ordered out by soldiers and marched off 
in the direction of a nearby military 
camp. Shots were heard, and the next 
day the bodies of nine of the men were 
handed over to relatives. 

The term used by the security forces 
for summary executions of alleged insur- 
gents is “salvaging”. According to Task 
Force Detainees, a Roman Catholic hu- 
man rights organisation in the Philip- 
pines, there were 108 known salvagings 
during the first six months of this year, 
and 52 other “disappearances”. The Ne- 
gros killings, which took place in May, 
are unusual in that, after complaints by 
relatives and the testimony of one man 
who got away, the security forces have 
accepted responsibility. On September 
Ist it was announced that two officers 
and 21 soldiers were to be court-mar- 
tialled in connection with the killings. 


anti-Rama Rao rumpus in the assembly. 
Mr Bhaskara Rao hoped that Mrs Gan- 
dhi would declare that constitutional rule 


had broken down in the state, and impose 
direct rule from Delhi for six months, 


giving him time to buy more defectors. 
But Mrs Gandhi had had enough, and Mr 
Bhaskara Rao was told to resign. 

The coup in Andhra Pradesh was in- 
tended to strengthen Mrs Gandhi's posi- 
tion in the nationwide election due by 
January, by giving her control over the 
state's political machinery. Previous 
coups in Sikkim and in Kashmir had 
succeeded. In Andhra Pradesh, however, 
Mrs Gandhi's manoeuvres generated a 
wave of anger that threatened to spread 
to other states. She also managed to unite 
India's usually fragmented opposition 
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Insurgency is President Marcos's most 
enduring problem. The New People's 
Army, the military wing of the banned 
Communist party of the Philippines, first 
started killing soldiers about !5 years 
ago. At that time it had a few hundred 
guerrillas in the field. Now it has be- 
tween 6,800 (Mr Marcos's figure) and 
20,000 (its own claim). Its strength is in 
Mindanao, in the country's poor south, 
but few places are immune from attacks, 
which occur almost daily. 

Apart from the cost (the Philippines 
military budget last year was $600m) the 
struggle has done much to tarnish the 
government. As long ago as 1974 Task 
Force Detainees was set up to monitor 
human rights violations and to help polit- 
ical prisoners and their families. The 
government believes that some Catholic 
priests are communist sympathisers. A 
few may be. But none of them sympath- 
ises with the salvagers. 





parties into something resembling a 
strong anti-Gandhi front. 

Mr Rama Rao is now being talked of by 
some people as a future prime minister of 
India. That shows how deep the opposi- 
tion is scraping its barrel in search of 
talent and credibility. Mr Rama Rao used 
to specialise in portraying Hindu gods on 
the screen, and continues to do so on the 
political stage. He wears the saffron robes 
of a Hindu monk, and on the advice of 
soothsayers has slept in saris and worn 
earrings (on the argument that these 
tactics will help him become prime minis- 
ter). His saving grace is his honesty, and 
his determination to weed out corruption. 
But he remains an unlikely candidate to 
save India from what he claims are Mrs 
Gandhi's dictatorial designs. 
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Guatemala 


Progress is living 
in only one house 





Guatemala is trying to wipe itself clean. 
The Christian Democratic party leader, 
Mr Vinicio Cerezo, says that in the past 
three years about 300 of his supporters 
have been killed. “But in the past month, 
we have had only two kidnappings, al- 
though murders of trade unionists are still 
taking place." Mr Cerezo knows what it is 
to live dangerously. He used to move 
between 21 houses in Guatemala City to 
avoid being an easy target of the right- 
wing death squads. Now Mr Cerezo 
stands a good chance of winning the next 
presidential election, tentatively due t« 
be held next April. 

The first stage of Guatemala's emer- 
gence from the international doghouse, 
and its return to democracy, was a free 
election of a constituent assembly on July 
Ist. The military head of government, 
General Mejia Victores, did not inter- 
vene. The assembly has a middle-of-the- 
road majority led by Mr Cerezo and Mr 
Jorge Carpio, a newspaper publisher who 
leads the Democratic Union of the Cen- 
tre. Mr Carpio will be Mr Cerezo's stron- 
gest rival in the presidential election. 
Behind them comes a fierce far-right 
patriarch, Mr Mario Sandoval of the 
National Liberation Movement (which 
has described itself as “the party of organ- 
ised violence"). 

Mr Cerezo hopes to make an agree- 
ment with Mr Carpio that if he wins most 
votes in April, but fails to win a majority, 
Mr Carpio will support him in a second- 
round run-off against a right-wing candi 
date, and vice versa. So, if all goes well 
(and that is far from certain in Guatema- 
la), either Mr Cerezo or Mr Carpio ought 
to win the presidency with a clear popular 
mandate. 

There is a guarded sense of optimism in 
Guatemala. The Marxist guerrillas have 
lost ground and now operate in strength 
in only two areas. They were put on the 
run by a no-holds-barred army onslaught, 
and then undermined when the army gave 
the peasants beans to sow and rifles for 
self-defence. The colonels’ conversion to 
democracy followed their success in trust- 
ing peasants with rifles, which in turn 
encouraged them to trust voters. They 
want the United States to resume the aid 
cut off because of the regime’s abuses of 
human rights. They also fear that too 
many years in power are corrupting the 
officer corps. And they want to let civilian 
politicians impose unpopular austerity 
measures to revive the economy. Guate- 
mala may have a chance yet. 
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Banking Corporation, with its — 
, 88 offices in 39 countries, to bring 
Start with, there is our policy of you a whole new dimension in 
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market transactions and precious the heart of our business is the 
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fied, and it is a point of principle 
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oecure our jobs, and the rise 
can come later 


Almost two years into America's most 
resounding economic boom for 30 years, 

jts trade unions are still more concerned 
0: preserving jobs than raising pay. 

More than 90,000 of the 350,000 members 
of the United Auto Workers union 
(UAW) have been striking against Gen- 
eral Motors in an attempt to give the 
union extra leverage in talks over a new 
three-year contract. Although money has 
been at issue—the carworkers reluctantly 
accepted a two-year pay freeze in 1982, 
and GM made a record net profit of $3.2 
billion in the first half of this year—job 
security has remained the union's top 
priority. 

"People don't care about wage in- 
creases" was how a union official at GM's 
Buick division in Flint, Michigan, the first 
plant affected by the strike, explained his 
members' feelings. Not all union mem- 
bers would go that far, but workers on 
picket lines are saying that large pay 
increases are pointless if they later lose 
their jobs. The union's membership in the 
car industry is still about a quarter below 
its level in the late 1970s and is unlikely to 
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DETROIT AND WASHINGTON, DC 


rise again. 

General Motors would much rather 
pay workers more, for the moment, than 
underwrite their jobs. Led since 1981 by a 
more adventurous chairman, Mr Roger 
Smith, GM has moved faster than its big 
rivals, Ford and Chrysler, to bring down 
costs by building or buying cars abroad. If 
the company has its way and quotas on 
imports of Japanese cars are lifted in 
1985, GM plans to import 570,000 cars a 
year from the Far East. Unless costs are 
reduced in America, more jobs will move 
abroad. As Mr Alfred Warren, the com- 
pany's chief labour negotiator, put it 
recently, “GM doesn't have to build cars 
in the United States". 

General Motors appears to have given 
little ground so far on job security or 
wage rates during two months of talks 
with the UAW. Local union officials say 
the union is powerless to extract a pledge 
from GM not to import more cars. Its 
leadership has bargained instead for high- 
er pensions, to allow older workers to 
make way for young union members still 
laid off, and for guarantees against loss of 























income and jobs. P. 
The union also wanted to reinstate the 
3% annual increase in real wages its 
members enjoyed until the car ind stry 
made heavy losses in 1981-82. GM prefers 
to pay workers a large cash bonus in the 
next two years to avoid inflating the basic 
rate from which other pay and benefits 
are calculated. ANE 
Though the UAW at first pulled its 
punches by shutting down only some of 
GM's plants, the company was hit where 
it hurt most. The strike began at pla s 
producing the company's most profitable - 
cars, disrupting about half of GM's out- - 
put and cutting its daily operating profits - 
by even more. Though a strike at more - 
militant plants could eventually help the- 
union's leadership to win approval for 
whatever agreement it reaches with man- | 
agement, any contract will be hard to sell - 
to the union's members. In 1982, the 
contract agreed upon by the union and " 
the car companies was approved by only . 
52% of UAW members who voted on it. ] 
GM can afford a long strike. It has $10 
billion in cash. Stocks of its cars are low — 
because capacity has been reduced to 
bring down the company's break-evei 1 
point and raise its profitability, but GM - 
has managed before to regain its share of 
the market after long strikes. Though an 
all-out stoppage would destroy fresh at- — 
tempts to make a new start in labour - 
relations, this initiative has already fal- — 
tered at some large plants because of - 
distrust between management and work- . 
ers and the lack of confidence about job - 
security on which better co-operation - 
depends. Mr Smith has little to gain by 
allowing the union, whose strike fund 
would be run down after 10 weeks, to - 
deflect him from his long-term plans for — 
the company. " 
Other large unions are also on the — 
defensive. The United Mine Workers . 
union, which has been locked in last- —— 
minute negotiations with the coal compa- — 
nies, is as keen as the carworkers on — 
making job security its top priority. A 
third of the UMW's 160,000 members _ 
have been laid off. The coal industry, in 
contrast to the car firms, has plenty of - 
spare capacity, is only partly unionised 
and has little to fear from a strike. d 
Rapid economic growth in the past two 
years has created a total of more than 6m 
new jobs in America but has had almost 
no effect yet on the level of wages. Real 
compensation—wages and benefits—is 
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ir phen) towards. its level TN 

ED recession. New labour con- 
1 Baci signed in the first half of 1984 will 
add a mere 2.8% a year to pay, the same 
. figure as was added by last year's con- 
eti and far less than the annual gains in 
lective bargaining of 6-7% in 1978-81. 

e UAW and GM, however, may well 

settle at a higher figure. Ford is expected 
to follow whatever General Motors set- 
tles on, while Chrysler’s contract with the 
un ion runs until late next year. 
.. Wages usually rise slowly in the early 
stages of economic recovery, but this time 
pi iy is also held down by competition 
_ from imports, upheaval in basic industries 
1 e steel, deregulation of transport in- 
dus tries and the steady weakening of 
organised labour. Most unions are no 
of cm able to raise wages than companies 
p 1 push up prices. The Conference 
` Board found in surveys carried out in 
| 1979 and 1983 that most large companies, 
which once set wages by looking at what 
_ their competitors paid, now look first at 
| A heir own costs and profits. 

. Sudden industrial change in the early 
. 1980s has speeded up the long decline of 
ES unions. They now represent about 
1 ` 20% of the total workforce or, as the 
AFL-CIO, their umbrella organisation, 
1 puts it, perhaps 30% of workers eligible 

- for union membership. Whatever the fig- 

ure, unions represent a dwindling minor- 

` ity of workers. Total membership of the 

| AFL-CIO, which now has 96 member 
E unions, has recovered a fraction after 
` falling from 14.7m in 1982 to 13.8m last 

year. Changes in state laws, most recently 
` in Ohio, have allowed unions to sign up 
more public-sector workers. So the stable 
total of the AFL-CIO's membership dis- 
. guises a continued decline in the propor- 
tion of workers in private companies 
E belonging to unions. 

Unions and their defenders complain 
that the Reagan administration has delib- 
erately tried to weaken organised labour, 
and that unions can still hope to recover 
` under a more sympathetic administra- 

— tion. The national labour relations board, 

which administers labour law, is review- 

` ing fewer cases and taking longer to do it. 
. Managers have also learnt to use its 
. procedures to delay unions’ attempts to 
organise. Change the rules, say union 
` officials, and membership would rise. 
` Unions won only 44% of elections held 
to decide whether they should represent 
workers in 1982 (the latest numbers avail- 
able), down from 48% in 1980. This they 
blame partly on the labour relations 
_ board and, by extension, the administra- 
. tion. They fared even worse in elections 
deciding whether to end their representa- 
tion of workers, winning a mere 24% in 
1982, against 27% in 1980. Critics say that 
unions are using an admittedly hostile 
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as a scapegoat: they have‏ و2 


done steadily worse in both kinds of 
elections for the past 30 years. 

Mr Murray Finley, the president of the 
Amalgamated Clothing and Textile 
Workers Union, believes by contrast that 
unions are doing badly because Ameri- 
cans are, for the moment, more con- 
cerned with creating than distributing 
wealth. Sooner or later, people will worry 
more about how to divide it up and turn 
to unions for help. 

The belief that somehow things will 
come right is shared by the AFL-CIO’s 
spokesman, Mr Murray Seeger. Unions, 
he says, have to react to changes in the 
labour market, and to wait until new 
industries mature. Of workers in new 
industries like electronics, where unions 
have failed to attract recruits, he says that 
“the workers have to start looking at 
themselves and decide they're like the 
guys in Detroit”. 

Even in some of America's new car 
plants, let alone its more advanced indus- 
tries, workers seem to be looking any- 
where for inspiration except Detroit. The 
UAW is trying to organise new assembly 
plants set up by Honda in Ohio and 
Nissan in Tennessee, so far with little 
success. These plants are deliberately 
offering the job security for their main 
workforce on which Japan's stable indus- 
trial relations were built, but which GM 
cannot afford to offer. 

Strikers in Detroit and union bureau- 
crats in Washington agree that unions 
need to improve their image by support- 
ing wider social causes. There is less talk 
of the need to sell their services harder. 
Some unions, notably the Teamsters and 
the American Federation of State, Coun- 
ty and Municipal Employees, are invest- 
ing heavily in organising and winning 
more elections: the latter has won 75% of 
its representation elections in the past five 
years, three times the average success 
rate. True, other unions have less money 
and a harder job recruiting in the private 
sector. Even so, unions often sound oddly 
like uncompetitive companies which have 
lost track of their markets. 


Abortion 


The enduring 
debate 





WASHINGTON, DC 


The political murk from which it all 
emerged is not pretty, but at least it has 
given rise to a reflective debate on a 
fundamental issue. Activists opposed to 
abortion, supported by senior members 
of America's Roman Catholic hierarchy 
and especially by Archbishop John 
































O'Connor of New York, have been criti- 
cising politicians who, while personally 
against abortion, will not try to impose 
their moral beliefs about it on others. As 
a consequence, a number of distinguished 
Catholic thinkers, theologians and lay- 
men, have set out to explore and define 
the relationship between public. policy 
and religiously inspired morality. 
Abortion is the flashpoint of a confused 
state-and-church argument that ranges 
from the particular to the general, taking 
in on the way school prayer, tuition tax 
credits for parochial (denominational) 
schools, the equal rights amendment and 
homosexual rights. Yet abortion, a od 





lent act, evokes far more violent emotio 
than other issues round which libera 
rally; and opposition to it has created an 
uneasy alliance between the Rev. Jerry 
Falwell's Protestant fundamentalists and 
the Roman Catholic establishment. It 
cannot be classed with contraception and 
divorce, the two other family matters 
where Catholic doctrine runs against 
American law and practice; abortion is in 
a painful class of its own. 

A group of New England Catholic 
bishops have stated that abortion is the 
most critical issue of the election cam- 
paign. Even during the Democratic pri- 
maries, anti-abortion activists (who pre- 
fer to be called pro-lifers) had been 
harassing Mr Walter Mondale with crude 
posters and cruder accusations. Some 
might think that the issue had been set- 
tled in 1973, when the Supreme Court 
legalised abortion; in 1983, when the 
court reaffirmed that decision; and again 
last year, when a proposal to amend the 
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PEOPLE ARE TO IRELAND 
AS CHAMPAGNE IS TO FRANCE 


The Irish. ۱ 
Europe's youngest and fastest-growing population. Educated, talented, 
flexible, innovative. 

Ireland. 

A member of the European Common Market. Noted for its favorable 
government attitudes towards business. The most profitaole industrial 
location in Europe for U.S. manufacturers. 


Ireland. Home of the Irish. The young Europeans. 
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INDUSTRIAL DEVELOPMENT AUTHORITY 


The Irish government's industrial development agency has offices in DUBLIN (Head Office), 
Tel:(01)686633, LONDON (01) 699 5941, TOKYO (03) 969 7691, HONG KONG (5) 939637, 


SYDNEY (09) 933 5999. Offices also in Coloane, Stuttgart, Hamburg, Munich, Paris, Amsterdam, 


Copenhagen, Milan, New York, Chicago, Houston, Los Angeles, Cleveland, San Francisco, 
Boston, Fort Lauderdale, Atlanta 








WERE THE YOUNG EUROPEANS” 


The road system of the Roman Empire—one of the world’ 
earliest communications networks—took centuries to build. 


Messages travelled 40 miles in a day. 


38.000 EMPLOYEES, 46 MANUFACTURING PLANTS, AND 37 RESEARCH AND DEVELOPMENT CENTERS iN BRAZAL, CANADA, ENGLAN 





At Northern Telecom we build networks that carry messages 
in milliseconds— and fBflonger distances. 
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Through Italy, through Gaul, through ( ;'ermany and Africa, the net 
roads the Romans built spun out like a web from the »nilliarm aureus 
Golden Milestone, in the heart of the Roman Forum. 
The Roman road system was both a military communications netwe 
trade route. By encouraging an international exchange of knowledge i 
LAS VEGAS ıt created an enormous explosion of wealth. 
today communications networks hold an even greater potential for 1 
LOS ANGELES wealth and new ideas. In every field, managing information more effec 
increases productivity, 
Northern ‘Telecom designs and builds. o1 provides the equipment fo) 
w and private networks operated by telephone c mpanies, corporations, 
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can weave computers, telecommunications 


systems, data terminals, and word 
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world leader in digital telecom feiece 


‘ations, we can build complete ۱ SW 
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Grindlays with its head office in London has been providing international banking 
services for over 150 years and today has offices in 41 countries 
serving both the developed and developing countries around the world. 


Strength on the ground and experience are essential for a successful 
international banking connection. Grindlays has both, with our long standing presence 
in the Middle East, South Asia and Africa and our expanding role in Europe, the 
Americas and Asia Pacific. 


Just contact any Grindlays office for your banking connection around the world. 


» ^ 
Group 


London: Grindlays Bank plc 
Minerva House, Montague Close, London SE1 9DH 
Tel: 01-626 0545. Telex: 885043/6 GRNDLY G 
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Hong Kong: India ‘ Indonesia Iran: Japan: Jersey: Jordan: Kenya Republic of Korea: Malaysia: Mexico: Monaco: Nigeria: Oman: Pakistan: Qatar 
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Connor remarked th 
ow a Catholic could in good 
on. The attacks shifted into ne 





ale, who is forever boring peo 
by telling them that he is a preacher's 
n, was suddenly obliged to defend his 
religious credentials in. the sweltering 
=> heat of a Mississippi schoolroom. Vice- 
`. President George Bush, of all people, was 
* forced on to the defensive, seeking refuge 
.. ^in his bad memory and, even more im- 
in the fifth amendment to the 


















. his opposition to abortion had not been 
© quite as absolute as President Reagan’s 
`. (the president, though he signed a liberal 
- abortion law as governor of California, 
.. now approves of abortion only when a 
< mother's life is in danger and, under his 
"administration, federal funds are restrict- 

^ edtothisalone). - i | 
The attack was concentrated on Mrs 
Ferraro and on her fellow-Catholic, Gov- 
. e€rnor Mario Cuomo of New York. Bish- 
op James Timlin of Scranton, Pennsylva- 
nia, said that it was ridiculous to maintain 

































n when it was discovered that- 


. be secure in our freedom if governmen ` cont 
becomes an agent of religion”: an issue, u 


such as abortion, can be settled “only in 
the depths of each individual con- 
science”. He recalled the words of his 


brother John Kennedy, uttered 24 years 


ago when he was appealing to America’s 


tis’ Protestant majority not to turn against 
| him because he was a Catholic: “I believe 






In an America . . . where no religious 
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eks to impose its will -upon the 
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to the Catholic bishops not to turn against 
Mrs Ferraro because she dissented from 
Catholic doctrine. 

‘A few days later, on September 13th, 
Mr Cuomo gave the first of a series of 
lectures that the theology department of 


Notre Dame University has initiated on Homose) 


the effect of religious faith on individual 
public officials. Mr Cuomo accepts his 
church's teaching on abortion but does 
not believe it to be either right or practi- 
cal to force others also to accept it. Public 
morality, he argued, is created through 
consensus (at a later session he agreed 
that, as a politician, 51% was a good 
enough consensus for him): “In our plu- 
ralistic society we are not required to 
insist that all our religious values be the 
law of the land." How private feelings on 


abortion should be translated into public - 
policy was not, he argued, a question of - 


doctrine but of “prudential political judg- 
ment". His prudence told him, among. 


other things, that a legal interdiction on 


abortion simply would not work: it would 


be “Prohibition revisited". | 


He further argued that, since Catholics 
support the right to abortion in equal 
proportion to the rest of the population, 
“We seem to be in the position of asking 
government to make criminal what we 


believe to be sinful because we ourselves 


can't stop committing the sin". Mr 
Cuomo urged Americans to stop speak- 
ing of crime and instead to help pregnant 
women to keep their children; he sent his 
fee for the lecture to a home for young 
mothers which, sadly, rejected it. 

Mr Cuomo's contribution was refresh- 
ing both for its felicities and for its 


T . pragmatism. Platitudes were abandoned, 
` particularly the concept, honourably in- 


pired by Thomas Jefferson but long 


1 < crumbling, that a wall separates church 





| from state. To quote from the editorial of 


eneral populace.” The implicit irony was- 
that Edward Kennedy was now appealing 


even to the point of publicly den : 


, Sion of homosexuals, in so ma 
Title 7 of the Civil Rig 















with them murderers. Th 
of America, deploring “th 
of religious belief in the pu 
san ends", borrow from Sa 


in concluding that “In all 


tions, good cannot be. 
only be predominant". 
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There are, by Mr Studds’s estimat 
least 20 or 30 members of the hous 
representatives and the senate who 
homosexual but not about to say so 
these might be added a sizeable lis 
those ^ who-it-is-genera gl 
and those who-it-is-common 
that, both in congress and in p 
positions outside it. e 
They are not inevit 











inevitably Dı 
despite the public sympat 

within the Democratic pa 
man, while in congress; ident 
closely with. the fu 
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homosexuals. He is still a. conse 
Republican. There is also, wi 
Republican party, a homosexual 
known as Concerned Americar 
vidual Rights which tries, without 
obvious success, to counterbalance 
influence of conservatives over th 

platform. ۱ 
Homosexuals have a list of. 
priorities, but it is not startlin 
















of having been the lover of a "pretty 
young boy” in the state department. Mr 


p Hunt has denied it and has received. an- 
apology. but the flavour lingers on and he- 


tt he: ds lagging in the polls. 
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telligence services, where recruits dis- 
yvered to be homosexual routinely lose 
ecurity clearance, officials say that 
o longer worry about homosexual 
eing blackmailed. The seg 
disciplined now, they say, 
e the cruising style of many in: 
۱ ‘them into constant intimate 
s with strangers. Something of 
۱۵ evolution of. thinking has oc- 
in political life: It is not so much 
that aman is homosexuals as the 


opl E "- 
‘tike that of Mrs Anita Bry- 
o attempted in the late 1970s to 
i e as: a threat to the 


ill ee of the ی‎ o con- 
e sand d fundamentalists sae Leen 


less shocking than it was. In the 


HE HERPES 


NOW SEND US SOMETHING FOR ALL THE OTHER WIERDOS, ’ 


Claims of homosexual behaviour made — 
. against. politicians can usually be. defused ‘tell t 
quite simply by saying they are electoral 
ploys, as most are. In the governor's race - 
in Mississippi last year, Mr Bill Allain 
won by a landslide despite the suggestion, 
appealing to racism as well as moralism, 


that he had paid for sex with three black 
male transvestites. Even where the 
charge is true it can, with skill, be got 
over. Mr Studds, before his race, said he 
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thought that any attempt to run him dowi 
merely because he was homosexual 
would probably gain him as many votes as 
he lost. He was probably right. 

There is an eagerness in many voters 
not to be swayed by bigotry in their 
voting. And there is a willingness to 
overlook and forgive much, if an elected 
official has worked hard for his district. 
Voters in the fourth district in Mississippi 
re-elected their Republican representa- 
tive, Mr Jon Hinson, even after he had 
survived a fire in a homosexual cinema 


and been arrested at a homosexual bar in. = o0 o. 
Washington. Not until he wasarrestedon N aGsaci 
charges of attempted oral sodomy, in a. سس‎ uie 
men's room in an office building. on. P 


Capitol Hill, was his career finished. 


‘Mr Hinson had claimed in his: زج بخ‎ 
tion campaign that he had had. a religious 
experience, was reformed and had a wife 
ae to prove it. Far-fetched as it was. theo 
. "Story was believed. Indiscretions that be- Pi 
- come public are still usually explained “th 
away as being youthful excesses, or epi- 


et s accused in an n unfriendly ۰ om: 


ied "whe ۱ lie: agreed: to psyc hiatric à 


treatment: The apologies, and the heart- 
| seem to eds a oe with 





۱ openly: to d are-themse ves ds. s. disap- 


pointing: for homosexuals at large. They 
are sure that. a tolerant future can arrive 
only with sympathetic - legislation, for 
which some public commitment is neces- 
sary. Homosexuals. are specifi ically pro- 
tected by law in only 48 cities and seven 


states. The difficulty of extending. the list 


has been illustrated: recently in. New 
York, where Mayor Edward Koch (who, 


like most middle-aged: bachelors i in public’ 
life, has met snide suggestions of homo-. -= 
sexuality himself), tried to insist by execu- 


tive order that companies and groups 


doing business with the city should not 


discriminate against homosexuals, 

Mayor Koch was ta o court by: a 
heady combination: of olic prela 
Jewish rabbis and the $ alvation Army, 
and the court overturned his order: not 
merely because he had bypassed the legis- 
lature but also, more seriously, because 
homosexuals are not entitled to specific 
protection under any constitution that 
covers New York. The same conclusion 
has been reached at federal level. On 
August 17th, the federal appeals court in 
Washington, DC, upheld the navy's dis- 
charge of a petty officer for repeated 
buggery of a young seaman. The officer 
had argued that 
notably in its. 1973 decision on abortion, 
had seemed to recognise a constitutional 
right of privacy ir sexual conduct. 








If it had done, said the judge, this did - 


not extend to homosexuals. Any law 
specifically to protect them must come 
about by national consensus ex 
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ing defeat on the most Washington-wise 
of Boston Brahmins. Mr Elliot Richard- 
son's campaign was not helped by the 
contrast between his stiff aristocratic 
manner and the folksy populism of Mr 
Ray Shamie. But what eventually told 
against the former cabinet member (four 
posts) and ex-ambassador to Britain was 
his open disavowal of much of the Reagan 
platform as “not responsive to the needs 
and consciences of our people". 

Mr Shamie's appeal as a Reagan sound- 
alike and a self-made millionaire will be 
tested in November against an even more 
liberal opponent, the Massachusetts lieu- 
tenant-governor, Mr John Kerry. Al- 
though this traditionally liberal state sup- 
ported Mr Reagan in 1980, after its lonely 
stand for Mr George McGovern in 1972, 
it reasserted its liberalism in this week's 
Democratic primaries. All the main 

` "aces, for the senate and for the house of 
epresentatives, were won by left-wing 
candidates. 

In the Democrats' hard-fought senate 
primary, there was no ideological divide 
between the winner, Mr Kerry, and Mr 
James Shannon, who has been named the 
second most liberal member of congress 
by both Mr Ralph Nader and the National 
Journal. Together these liberal rivals out- 
polled two conservative also-rans by four 
to one. Mr Kerry had the advantage of 
being better known, two years after his 
campaign for lieutenant-governor. He 
had also made a name for himself as a war 
hero, the founder of Vietnam Veterans 
against the War, and as a crusader against 
acid rain. 

Massachusetts voters showed their in- 
dependence by renominating a Demo- 
cratic congressman, Mr Gerry Studds, 
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Shamie shook the four-poster 
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who had been censured by his colleagues 
last year for a homosexual affair in 1973 
with a 17-year-old congressional page. Mr 
Studds acknowledged both his bad judg- 
ment and his homosexuality. Also renom- 
inated for a local race was the former 
majority whip in the legislature, Mr Vin- 
cent Piro, whose trial on a bribery indict- 
ment starts on September 24th. 

The nuclear-freeze campaign will keep 
its leader in Washington as a result of the 
primary victory, in a safe Democratic 
seat, of a four-term congressman, Mr 
Edward Markey. Another articulate re- 
cruit to the freeze was himself frozen out 
on Tuesday: Mr Richardson. 

The former secretary of defence also 
distanced himself from his party's policies 
on the federal deficit, environmental pro- 
tection and women's rights. The most 
telling of these—against Mr Richard- 
son—was the economic argument. Exit 
polls showed four out of 10 voters report- 
ing that economic issues determined their 
votes. 

Mr Shamie had campaigned as an apos- 
tle of free enterprise who would never, 
ever, not even if the president asked him 
ever so nicely, vote to raise taxes. He 
used the tax issue against his opponent to 
great effect in television commercials, 
financed out of his own deep pocket. He 
is reported to be worth $30m. He is also a 
supporter of a constitutional amendment 
for a balanced budget, the John Birch 
Society and the Conservative Caucus. 

Tax-cutting has great appeal in Massa- 
chusetts these days because of the new 
prosperity brought by the high-tech 
boom. Once a dying textile centre, Mas- 
sachusetts now ranks fourth in the coun- 
try in income per head and third in 
federal spending per head on defence. It 
also has the country's sixth-lowest unem- 
ployment rate. All this could make the 
state ripe for a Reaganite offensive in 
November. 

Set against these figures are those for 
party registration. Democrats outnumber 
Republicans by about four to one, though 
the turnouts in the senate primaries this 
week showed a ratio of nearer three to 
one. Only one of the state's 11 congress- 
men is Republican and only 36 out of the 
180 state senators and representatives. 
But the wild cards in any contest are the 
40% of the electorate who call themselves 
independents. Massachusetts gives inde- 
pendents the right to vote in the party 
primary of their choice. 

Once upon a time independents could 
be expected to tilt an election in a liberal 
direction. But, as Mr Richardson discov- 
ered to his cost, the interlopers in the 
Republican primary were mostly conser- 
vatives. In 1980 Mr Reagan captured 
Massachusetts by the narrowest of mar- 
gins—2,421 votes or 0.1% (Mr John An- 
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derson took 15% )—and Mr Shamie k 
his first senatorial bid to Mr 
Kennedy. With the help of enough anti- 
tax, anti-big-government independents, 
both could do better this time. 

Even if the Republicans do not w 
their first state-wide contest in 12 years, 
the party baton looks like passing t 
Republicans of a different breed. The 
party of Brahmin noblesse oblige wen 
down with Mr Richardson this week. 
Enter Mr Shamie and his new followers, 
the neo-haves. ` 
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Washington 
No shocks, please _ 


SEA - 





After the primary elections on Septemb + 
I8th in the state of Washington, Gover- 
nor John Spellman, who won the Repub- ` 
lican race virtually unopposed, faces an ' 
uphill battle in November against the 
Democratic winner, Mr Booth Gardner. _ 
Mr Gardner, who seems to have inex- - 
haustible funds, is a member of the 
Weyerhaeuser lumber family which - 
passes for royalty in Seattle and the urban 
strip along Puget Sound where most of 
Washington's 4m people live. 

The state would seem ripe for electoral | 
revolt. Its old economic mainstay, the - 
lumber industry, is creaking ominously. - 
A nuclear energy fiasco has forced the - 
population to start paying dearly for | 
once-cheap electricity. And, tucked away 
in its misty north-west corner, with a - 
strong working-class tradition, Washing- - 
ton is anyway not part of President Rea- — 
gan's solid western base. Nor does it have - j 
a tradition of party loyalty to keep its . 
voters in check. 

The political mood, however, is oddly 
placid. Mr Gardner would not be out of - 
place in moderate Republican ranks; yet - 
he took the Democratic nomination from — 
the initial favourite, Mr Jim McDermott, - 
a liberal state senator, by a wide voting | 
ratio of two to one. Such happenings - 
suggest that Washington has lost its radi- " 
cal edge. Though most voters call them- " 


- 


selves independent, they seem to have j 


j 





had enough of novelty and risk for the 
time being. 

As much as anything, the fiasco of the 
Washington Public Power Supply System 
(Whoops) has made clear to voters the 
perils of innovation. For decades yor 
electric power gave the state's consumers 
the cheapest electricity in America. 
Whoops then sank billions of dollars into 
the construction of five nuclear plants, - 
two of which have since been cancelled _ 
and two shelved. The single remaining 
unit is now going into service with a lame 
flourish. Meanwhile, electricity bills have 









- risen to four times what they used to be. 
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If “Whoops” is not responsible for 


- killing the electorate's appetite for inno- 


- vation, Miss Dixy Lee Ray may well have 
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been. Under Mr Spellman, Washington 


- seems intent on regaining some calm after 
the “Dixy era". 
رد‎ professor, was removed from her post as 


Miss Ray, a biology 


governor in 1980. A Democrat, she con- 
her environmentalist supporters by 


Parking nuclear power to the hilt and 


condoning the entry of supertankers into 


Puget Sound. Her war with the press 


_ became an engrossing blood sport (she 


named the pigs on her farm after offend- 


ing reporters) and she ran up a large 
deficit which Mr Spellman has closed by 


raising taxes he had promised not to 


touch. Miss Ray, now 70, has just re- 
turned to her best form by co-founding 
a national Democrats-for-Reagan com- 
“mittee. 

The president hardly needs the help. 


- Mr Reagan is as far ahead in the polls in 


Washington as he is elsewhere. Washing- 
ton Republicans could drop a congressio- 
nal seat held by the liberal representative, 
- Mr Joel Pritchard, who is retiring on the 


- modest theory that no one should sit in 


congress longer than the 12 years he has. 


But the only major change foreseeable 


this year is a change of governor—and 
even that is not certain. 


` Nicaragua 
The people s war 


WASHINGTON, DC 


On one aspect of the undeclared war 
between the United States and Nicara- 
gua, the Reagan administration is per- 


` fectly frank. Since congress has set a limit 


on the official aid that goes, through the 


. 46 
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CIA, to the Nicaraguan guerrillas fighting 
their government, the administration wel- 
comes all private contributions. The im- 
mediate question is less whether such 
contributions are legal, which is arguable, 
as whether all of them are quite as private 
as Mr Reagan’s men claim them to be. 

Congressional suspicion was alerted by 
the death, on September Ist, of two 
United States citizens when their helicop- 
ter was shot down during a raid on a 
Nicaraguan military training camp at San- 
ta Clara, five miles from the Honduran 
border. The two men, one a captain in the 
Alabama national guard, had been re- 
cruited by an Alabama-based group 
called Civilian Military Assistance, which 
claims to have 1,000 members and to have 
sent 15 of them into Nicaragua with the 
guerrillas as “military advisers". 

The two men received some help from 
the United States embassy in Honduras 
and set off from one of the air bases that 
the United States has built on the Hondu- 
ran-Nicaraguan border. However, offi- 
cials of the CIA and the state and defence 
departments apparently persuaded the 
senate select committee on intelligence, 
or at any rate its chairman, Senator Barry 
Goldwater, that there was no United 
States government involvement in the 
mission. “A private citizen of this country 
has the right to volunteer in any cause or 
country any place in this world", said Mr 
Goldwater. 

Then a new fact came to light. The raid 
on Santa Clara had been carried out by 
three rocket-equipped Cessna 0-2 recon- 
naissance aircraft that had formerly be- 
longed to the United States air force. 
How did these sturdy easy-to-fly aircraft 
reach the guerrillas, and who paid for 
them with what money? 

The defence department confirmed on 
September 18th that the three aircraft, 
surplus to air force needs and worth about 
$47,000 each, had been transferred at no 
cost to “another government agency" on 
December 28th. The defence spokesman 
declined to confirm that the other agency 
was the CIA. The unconfirmed story is 
that the aircraft were given to the CIA, 
sent to a Delaware aviation company for 
refitting with rocket launchers, and from 
there reached the CIA-supported Nicara- 
guan guerrillas operating from Honduras. 

Nothing illegal in that. But last year 
congress decreed a limit of $24m to be 
allotted to the Nicaraguan guerrilla oper- 
ation in the fiscal year that ends on 
September 30, 1984. Since the beginning 
of 1982, when the Reagan administration 
began helping the guerrillas, the CIA has 
got round congressional restrictions by 
simply using its contingency funds. This 
time, congressmen thought, they had at 
last devised a tight law: the administra- 
tion was required to notify the two intelli- 


gence committees and two appropriations 
committees of congress before spending 
CIA contingency funds on the guerrillas 
in fiscal 1984. Senator Jim Sasser, a 
Democrat from Tennessee, is one of 
several congressmen who suspect that the 
transfer of the Cessnas mày have circum- 
vented congress's instructions. 

There are rules that are supposed to 
prevent one government agency from 
increasing its spending out of the pocket 
of another. But they, like the other laws 
that supposedly bind the administration 
in its conduct in the very grey area of the 
covert war, are open to interpretation. It 
might be thought, for instance, that the 
Civilian Military Assistance recruiting of- 
fice contravenes the 1794 Neutrality Act 
which prohibits help, from within the 
United States, for any warlike enterprise 





against a country with which the United — 


States is officially at peace. 

A Nicaraguan guerrilla leader has 
claimed that the rebels are getting about 
$1.5m a month, much of it given by 
individuals and companies in the United 
States. The money is funnelled through 
organisations usually registered outside 
the United States but with resoundingly 
humanitarian-sounding names and with 
mailbox addresses in, for instance, 
Miami. 

Mr Langhorne Motley, the assistant 
secretary of state in charge of Latin 
American affairs, has applauded these 
private efforts. State department policy is 
"not to discourage" contributions from 
private citizens and other governments. 
At the same time Mr Motley has encour- 
aged the talks that continue, rather quiet- 
ly, between the Nicaraguan and United 
States governments. 

A short time ago, the Reagan adminis- 


tration's policy in Central America, and _ 


in particular its covert war against Nicara- 


gua, was thought by many Americans to , 


be risky and wrong. The election of El 
Salvador's President Duarte changed 
quite a few minds, persuading people that 
El Salvador under Mr Duarte should be 
given a fair chance without interference 
from Nicaragua. 

Mr Walter Mondale, the Democratic 
presidential candidate, has also changed 
his mind. In an interview with the New 
York Times this week, Mr Mondale tem- 
pered earlier positions: though, as presi- 
dent, he would still end the covert war 
because he believes it to be counter- 
productive, he echoed Republican thun- 
der in attacking Nicaragua as the exporter 
of revolution and spoke of containment, 
not peace talks. Those Democrats in 
congress who still want to fulfil their 
watchdog role on the administration's 
Central American performance are un- 
likely to get much of a lead from their 
presidential candidate. 
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ited group profit for shareholders is exceptional weather claims in the UK, affe 
compared with £19.0m for the first the results. 5 i. 

c We NM "2 QE An interim dividend for 1984 of 75p per 

۱ from life and pensions business share (1983 6.0p) will be paid on 1 December 1984 
ide continued to grow but sharply increased to shareholders recorded on the registerof members. 
riting losses, principally. as a result of on 5 October 1984. | AE gto 


6 months 
30.6.84 
£m 


Group Premium Income 
Pensions and life 
General insurance 


Profit from operations 
Long-term business 
Fund management 
Short-term business 
Shareholders’ other income - 
Associated companies 


Profit before taxation ۱ ۱ ۱ ! 
Taxation . | ۳ 41 | (70) (12.2) 


Profit after taxation : E Wb IX. 203 19.3 
Employee profit sharing scheme 
after taxation. ۱ 


a 


(0.3) (0.3) 


Profit attributable to shareholders ۱ 19.9 19.0 


Earnings per share wg 7۵ 12.53p 


short-term business results after Premium Income Underwriting Result Insurance Result. Eu 
taking into account investment — ری یه‎ A و‎ l ۱ HP RTS u 
مت مر‎ ceo Me: an UM, ape ری‎ . 6months 6 months 'ear 6 months 6 months Year months 6 months 
income earned on technical 30.6.84 — 30.6.83 3 30.6.84 30.6.83 ۰ 1983 30.6.84 30.6.83 
reserves. ۰ £m £m ! £m £m £m £m £m 
United Kingdom و‎ 60.0 13.4 1.0) (4.0) (89) - (3.4) 2.4. EC. 
Victory 316 306 | ` 669 (4) (23) Q5 aD (42) 
Other 67 55 1 (1.2 2) (34) (08 — (03 (145 
mE 1073 961 1911 (483) . (9.9) (24.6) (57 20 


z 


SE 


Note: The Group accounts for 1983 received an unqualified auditors’ report. 
and have been filed with the Registrar of Companies. 








A Progressive Reco 





Chiyodas international project performance displays 


an exceptional ability to respond. 


e Petroleum Refinery O Chemical and Petrochemical Plant € Gas Processing Plant and Others 





Internationally, Chiyoda's SEE 
record of successful engi- gees تا‎ 
neering activities in the hydro- {4 

carbon processing industry rd 

spans over 35 years. And we're ` B. 

continuing to meet the needs of “® _ 

this new technological era through ro 
the execution of various industrial té SPD > 
and community development projects, BS ا‎ 


inciuding airport facilities, bio-system 
engineering, environmental 
preservation, power generation 

and urban development. 
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Engineering: It's the word we live by 


® CHIYO CHEMICAL ENGINEERING 


& CONSTRUCTION CO.,LTD. 


Mita Kokusai Bldg., 4-28, Mita 1-chome, Minato-ku, 
Tokyo 108, Japan Telex: J23939 





The barrels are coming up faster than the answers 





Shipping uranium, begging 


questions 


Since the wreck of the Mont Louis off the 
coast of Belgium last month, with a cargo 
f 225 tonnes of uranium hexafluoride 
Jound for the Soviet Union, several 
important issues about the trade in radio- 
active material have floated to the 
surface. One question is the danger of 
marine pollution, although the authori- 
ties involved in the salvage of the Mont 
Louis have done their best to play this 
down. Another is the virtual absence of 
serious controls on the transport of toxic 
and radioactive substances. Last, and 
most intriguing, is the matter of why the 
Mont Louis was taking uranium to the 
Soviet Union in the first place. 

As divers, aided by cranes, slowly raise 
the 30 barrels of uranium hexafluoride 
from the freighter's broken hull during 
interludes in the bad weather, the risk of 
pollution is receding. But danger there 
certainly has been. Uranium hexafluo- 
ride, though not strongly radioactive, is a 
highly volatile, corrosive gas. In contact 
with water, it can cause an explosion, 
scattering chemical pollution into the sur- 
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rounding sea. 

At present, there are few restrictions 
on shipping toxic or radioactive material. 
The International Maritime Dangerous 
Goods code requires that it be properly 
labelled. That apart, transporters do 
much as they please. The European par- 
liament has passed an emergency resolu- 
tion urging that, as a minimum, there 
should be special routes drawn up for this 
sort of traffic, and that advance informa- 
tion on such cargoes should be relayed to 
coastguards and ports. But the difficulties 
of getting the countries and companies 
concerned to accept this sort of restriction 
are formidable. 

It should not have caused such surprise 
that the cargo on the Mont Louis was 
going to the Soviet Union. Sending urani- 
um from western Europe to be enriched 
in the Soviet Union is common enough 
(see table on page 50). Enrichment is 
needed to make uranium usable either in 
power stations or in nuclear weapons. 
Because it is so capital-intensive, only the 
Americans, the Russians, and two Euro- 


pean consortia undertake it on a large 
scale. Some 10 years ago, America had a 
monopoly in the international enrichment 
business. Today, it has only about 3596 of 
the market. In the early 1970s, the Amer- 
icans started raising prices, and setting 
stiff contractual conditions. This drove 
their European customers to look for 
other sources of supply. 

The Europeans went into uranium en- 
richment for themselves, on the assump- 
tion that the growing use of nuclear 
reactors would eventually justify the ex- 
pense. In a sorry display of European 
non-co-operation, however, they chose 
two different processes. France, in part- 
nership with other countries, including 
Iran, set up Eurodif, which uses an 
energy-guzzling gas diffusion process for 
enrichment. A plant was built at Tricas- 
tin, which has to be fed by large nuclear 
reactors. Eurodif had intended to build 
another plant for exporting enriched ura- 
nium, but the Shah of Iran was to put up 
20% of the money, and the plan fell 
through after the Iranian revolution, 

Britain, West Germany and Holland 
set up an enrichment consortium called 
Urenco, having decided to try the un- 
proven gas centrifuge technology. Work 
had been done on this by German scien- 
tists during the second world war, but it 
had never been put into practice. 

The Europeans also turned to the Sovi- 
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et Union, which had been enriching ura- 
nium for military purposes since the late 
- 1940s. (More recently it has been supply- 
- ing fuel for the expanding nuclear power 
programme in eastern Europe). The Rus- 
Sians were prepared to let their spare 
- capacity be used for this purpose, and to 
build a cheerful subsidy into the price. 
Although Eurodif and Urenco can pro- 
vide as much enriched uranium as west 
European countries need, their energy 
authorities use the Soviet Union's facili- 
ties because they are keen not to repeat 
their mistake of the early 1970s, when 
_ they found themselves at the mercy of a 
single American supplier. The cheapness 
` of Russian enrichment also puts pressure 
on Eurodif and Urenco to keep their 
prices down. 

Conservationists protest against the 
shipment of uranium for enrichment. On 
September 18th, Greenpeace, an envi- 
ronmentalist group, irritated the French 
authorities by painting peace graffiti on a 
Japanese ship picking up enriched urani- 
um from France. But the trade in en- 
riched uranium is not the conservation- 


- ists’ main concern. There are two reasons 


for this. The first is that a new enrichment 
technique, known as laser separation, 
which is being developed in America, 
Britain and Israel among other countries, 
could begin to make the shipment busi- 
ness obsolete. Laser separation would 
bring down the heavy capital cost of 


existing techniques, making small-scale 


enrichment possible, thus reducing the 
need for transport. 

A second reason is that conservation- 
ists are more concerned by the growth in 
the plutonium trade. This is a more 
deadly material, used both for weapons 


` and for fast-breeder reactors. It is extract- 


ed when spent fuel from nuclear plants is 


- reprocessed—in western Europe at Sella- 
| field in Britain and at Cap La Hague in 


France, for instance. Despite objections 
in congress, the American administration 
in July gave permission for a cargo of 189 
kilograms of plutonium, extracted from 


- spent fuel which originated in the United 
- States, to be shipped to Japan. The date 


of the shipment remains a secret. 


Enriching whom? 


European contracts for uranium enrichment in 
the Soviet Union 


Tonnes/SWU* Delivery span 

Austria 1,075 1979-1989 
Belgium 1,300 1979-1985 
Britain 1,000 1980-1989 
Finland 7,441 1979-2000 
France 4,630 1979-1983 
Italy 4,225 1979-1983 
Spain 7,484 1979-1990 
2,530 1979-2000 

West سس‎ 16,547 1979-2000 
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Soviet Union 


One for the KGB? . 


John fe Carré could not have devised a 
more bizarre story. Mr Oleg Bitov, the 
foreign cultural editor of the Soviet news- 
paper Literaturnaya Gazeta, who asked 
for asylum in the west at the Venice film 
festival a year ago, reappeared in Moscow 
on September 18th, a month after he had 
abandoned his Toyota car near the Soviet 
embassy in London. At a press confer- 
ence, Mr Bitov claimed to have been 
kidnapped in Venice by British intelli- 
gence agents, drugged, and held against 
his will until he was able to give his 
captors the slip and escape. His account 
may have seemed just plausible to the 
more credulous of his Russian listeners, 
many of whom will have been lapping up 
a popular recent spy series on television. 
To a western audience, Mr Bitov's story 
sounded simply incredible. 

Even as an apparently genuine defec- 
tor, Mr Bitov would have had to undergo 
a thorough debriefing by Britain's securi- 
ty services. The details of safe houses and 
interrogations in army barracks, which he 
described at his press conference, may 
thus have been quite genuine. But, after a 
period of surveillance, Mr Bitov was free 
to go where he pleased in Britain, and he 
took trips to America and France. He 
could have walked into a Soviet embassy 
whenever he wanted. 

If Mr Bitov's press conference story is 
false, what did happen? One theory is 
that he was indeed a defector who re- 
turned to Russia voluntarily because, as 
he often told his acquaintances in Lon- 
don, he missed his daughter Xenia. Mr 
Bitov cannot have expected the Soviet 
authorities to look kindly on his request 
that his family be allowed to join him in 
Britain. To his scant surprise, they never 
even bothered to reply to his formal 
application. But Mr Bitov must also have 
known the miserable treatment which 
usually awaits returning defectors, how- 
ever immediately helpful they are to the 
Soviet Union. 

Might the Russians have forced him to 
return, either by abducting him, or by 
threatening to harm his family back home? 
Perhaps. But his confident performance in 
front of the cameras this week did not 
suggest a man under drugs or duress. 

A third theory is that Mr Bitov was a 
Soviet agent working for the KGB from 
the beginning. After the first publicity 
surrounding his arrival in the west, Mr 
Bitov caused the Russians little trouble as 
an exile. His interviews and articles 
(which Mr Bitov now claims were either 
faked or designed to make his captors 
believe he was co-operating with them) 








Bitov tells all 


were anodyne, and contained none of the 
trenchant revelations that might have 
been expected of a senior journalist. Mr 
Bitov, according to one London acquaint- 
ance, was of a “far shoddier mould” than 
other Soviet emigrés. 

The KGB would have had a motive for 
“planting” Mr Bitov in the west. The 
Russian authorities have shown their con- 
cern about ordinary Soviet citizens’ con- 
tacts with the west by the ending of direct 
telephone dialling to Moscow, and by 
imposing restrictions on contacts with 
foreigners inside the Soviet Union. They 
may now be trying to discourage defec- 
tion. Apart from the information a KGB- 
employed Mr Bitov could have gathered 
on emigré circles, his planting and subse- 
quent dramatic return may ensure that 
genuine defectors get treated, for a time, 


with more suspicion when they arrive in — 


the west—which may discourage some of 
them from even trying. 


West Germany 
Stolid we stand 


FROM OUR BONN CORRESPONDENT 


The West Germans are turning into one 
of the most phlegmatic people in Europe, 
if their reaction to Russia's banning of the 
planned visit by Mr Erich Honecker is 
anything to go by. The disappointment is 
plain; across pretty well the whole of the 
political spectrum, West Germans had 
hung à lot of hope on the East German 
leader's coming, not only for the easing of 
inter-German relations it might have her- 
alded but also because they would have 
liked to see a hitherto dutiful east Euro- 
pean neighbour facing the Russians 
down. Yet, now that Russia has insisted 
on having its way, neither of two possible 
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What South Africa needs is a 6 ۵ 
more power sharing 

If the inhabitants of South Africa are bound 
by anything, it's the desire for economic growth 
And if there's a power source that can help 
them fulfil that desire, it's Escom. 

Escom is one of the largest producers of 
electricity in the world. It generates 90 % of the 
electricity used in South Africa, 

in fact almost 60 % of the electricity 

used in the entire continent. 

But electricity isn't all Escom generates. 

It contributes to the development of all 
people in South Africa. A development that will 
never be held up by a lack of sufficient power 

There's one kind of power that every 
man needs. The power that every man can 
share in. v1 
The power produced by Escom  , . 

ESCOM G4 
Electricity supply commission. 
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responses has shown itself. The West 
Germans are showing neither increased 
anger at the Russians, nor increased fear 
of them. 

This is partly a matter of Mr Helmut 
Kohl’s style. Like Mr Reagan in America, 
the West German chancellor likes to Stay 
calmly cheerful in the face of the world’s 
winds. But it goes deeper. It is taken for 
granted in West Germany that the east 
Europeans, bar occasional thumbing of 
the nose from Rumania’s President 
Ceausescu, have to do Russia’s bidding in 
foreign policy. The Russians decided that 
Mr Honecker and Bulgaria’s Mr Zhivkov 
should not go to West Germany; after an 
(admittedly unusual) row in the commu- 
nist world’s newspapers, Russia’s allies 
have been pulled back into the cold-war 
trenches; and that is that. Nowhere near 
as much attention is paid in West Germa- 

۱ to eastern Europe's dependence on 
..ussia as is paid to the milder pressures 
America applies to western Europe. 

The West Germans are equally phleg- 
matic. in their reaction to Russia's 
“counter-deployment™ of new missiles in 
East Germany and Czechoslovakia, after 
the arrival of the first cruise and Pershing- 
2 missiles in western Europe. Bundes- 
wehr officers point out that the deploy- 
ment of SS-22s in those countries covers 
very few new targets in a nuclear-saturat- 
ed Europe. Politically, the West German 
government reckons it has nothing to 
worry about, given the smooth imple- 
mentation of the Nato missile deploy- 
ment so far, and the fading of nuclear 
Angst in public opinion. 

The calm is palpable. The hard-core 
anti-nuclear activists have been out and 
about this week, forming human chains 
and protesting against Nato's autumn 
manoeuvres. But the hordes of school- 

hildren who so recently gravitated to 
7anti-missile rallies as a kind of class outing 
no longer take part. Such anti-nuclear 
stalwarts as the novelist Mr Heinrich Böll 
and Mr Gert Bastian, a former general, 
have dissociated themselves from the pre- 
sent demonstrations. They offend the 
man in the street, who may not like 
Pershings in his backyard or Tornados in 
his eardrums, but draws the line at harass- 
ing the Bundeswehr and its-allies when 
they are trying to practise the defence of 
West Germany. 

A similar composure marks West Ger- 
many's assessment of its future relations 
with East Germany. There had been little 
expectation that Mr Honecker's visit 
would produce any immediate improve- 
ments in conditions along the inter-Ger- 
man border. The East German govern- 
ment has made it clear that it wants to 
limit the damage done to relations be- 
tween the two countries by the visit's 
“postponement”. The belief in Bonn is 
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Andreotti causes clenched fist 


that Mr Honecker, and other east Euro- 
pean leaders, will do what they can to 
improve relations with the west as the 
drift of Chernenkodom in Moscow 
continues. 

Naturally, the West Germans are an- 
noyed at being made the scapegoats of 
Moscow’s current anti-western campaign. 
Politicians of almost every colour bridle 
at Soviet comparisons of Mr Kohl with 


French Communists 


EUROPE 


Hitler, even those opposed to Euromis- 
siles. Those favouring them treat Russian 
vituperation as a tribute to Mr Kohl's 
success In accepting the new Nato missiles 
in West Germany without polarising the 
country. They believe that Russia’s viru- 
lence is discrediting the anti-nuclear 
movement. They expect superpower ne- 
gotiations to resume after the American 
presidential election in November, and 
are willing to play German-German rela- 
tions in low key until Russia returns to the 
dialogue. 

The only real spurt of passion in the 
whole business, and that at the fringe, has 
been directed at Italy's foreign minister, 
Mr Giulio Andreotti. When Mr An- 
dreotti, a Christian Democrat, told some 
Italian Communists on September 12th 
that the two Germanies should remain 
separate, and raised the spectre of “pans 
Germanism", he touched a raw nerve. 
That word was last heard in Hitler's time. 
Neues Deutschland, the East German 
paper, devoted seven articles to Mr An- 
dreotti's comments in its Monday edition. 
The West Germans extracted an apology 
of sorts from the Italians, and the western 
allies are all now back in line paying lip- 
service to German reunification. But the 
incident showed that West Germany is 
not all passive stolidity. 


— LLL 
Now we can be ourselves again 


FROM OUR PARIS CORRESPONDENT 


Nobody should be more relieved at Presi- 
dent Mitterrand's move to the centre than 
the leaders of France's stumbling Com- 
munist party. By leaving the government 
in which they were the junior partner to 
Mr Mitterrand's Socialists, after three 
years of growing tension, the Commu- 
nists are now at liberty to press their 
claims as France's only truly left-wing 
party of any size. 


This freedom has its perils. Traditional- 
ists in the party treat the break with the 
Socialists as a long-awaited chance to 
retrieve their Marxist identity, and to win 
back the support the party has lost in the 
past two decades. The slide has been 
dramatic. The French Communists, 
whose share of the vote in parliamentary 
elections in the 1960s and 1970s never fell 
below 20% , won only 16% in 1981; and at 


Marchais checks watch, wonders how much time was wasted 
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the European election in June they fell to 
just over 11%. But reform-minded Com- 
munists are afraid that the party will 
never be able to escape from its minority 
position unless it can compete with the 


Socialists for votes at the centre, as the 


Italian Communists have done. 

After the decision not to join the gov- 
ernment formed in July under a new 
prime minister, Mr Laurent Fabius, some 
Communists, in the absence of a firm 
party policy, talked as if they might still 
support the Socialists in parliament. But a 
clear decision has since been taken 
against this. The Communists’ secretary- 
general, Mr Georges Marchais, has made 


‘it plain that reformism has no interest for 


the party. The Communists, he insists, 
must have no truck with the Socialists’ 


— current policies, notably the 1985 budget, 


k 


which cuts direct taxes and reins in state 
spending. 


Traditionalists treat the Communists’ 
almost 20-year on-again, off-again alli- 
ance with the Socialist party as a ruinous 
mistake. They dominated the Commu- 
nists’ central committee meeting on Sep- 
tember 17th-19th. Reformists kept quiet. 
It was a moment to savour for men such 
as Mr Gaston Plissonnier, a pro-Soviet 
Communist, and Mr Roland Leroy, the 
orthodox director of the party newspa- 
per, L'Humanité, who opposed co-opera- 
tion with the Socialists. 

These men believe that a Socialist fail- 
ure in the parliamentary election of 1986, 
followed by defeat for Mr Mitterrand in 
the presidential poll two years later, will 
open the way for a Communist revival. 
Communist voters who have drifted away 
to the Socialists in the past decade will, 
they reckon, realise their mistake and 
return to their old party. 

They are realistic enough not to expect 


No ordinary spokesman 


FROM OUR PARIS CORRESPONDENT 


On September 14th, Mr Roland Dumas, 
the French government spokesman who 
doubles as minister for European affairs, 
arrived half an hour late for a breakfast 
with five foreign journalists. They had 
expected to talk about France's 1985 
budget, approved by the cabinet two 
days earlier. Instead, after taking a sip of 
tea and half-finishing a croissant, Mr 
Dumas left as hurriedly as he had 
arrived. 

He had to go to the Elysée palace 
where, he explained, President Mitter- 
rand was weighing a major decision. 
Three days later, the decision became 
known. France had agreed to talks be- 
tween its foreign minister, Mr Claude 
Cheysson, and Libya's Colonel Qaddafi, 
in Tripoli. On September 16th, they 
agreed on mutual withdrawal of French 
and Libyan troops from Chad (see page 
29). Mr Dumas was also one of four men 
with whom Mr Mitterrand discussed his 
pe in August when the opposition 

locked his referendum proposal. Plain- 
ly, he is a highly privileged spokesman. 

Although Mr Dumas has been in the 
یی لو‎ less than a year, his status 
ar outstrips his formal position. In July, 
he was a hot tip to become prime minis- 
ter, or at least foreign minister. A week- 
ly magazine, Le Nouvel Observateur, 
has dubbed him “Monsieur Vice-Presi- 
dent”. It said that jealous ministers com- 
plain they cannot see the president with- 
out bumping into Mr Dumas. 

The 62-year-old lawyer owes his pre- 
sent standing to his closeness to the 
president and his negotiating flair. Mr 
Mitterrand is loyal to those who stood by 
him during his long and bumpy career 
before he reached the Elysée. His at- 
tachment is all the greater if they are 


good at their jobs. 

The Mitterrand-Dumas link began 
when they met in a vaguely left-wing 
party led by Mr Mitterrand during the 
Fourth Republic. Mr Dumas, who had 
fought in the wartime resistance as a 
young man, sat in the national assembly 
as a deputy from his native region of 
Limousin in 1956-58 and again briefly in 
1967-68. In 1971, he was in the praetori- 
an guard that flanked Mr Mitterrand 
when he took control of the Socialist 
party. But his real vocation was the law. 

In a string of political trials, Mr Du- 
mas became a noted advocate for non- 
establishment figures. He also built up a 
clientele of opera singers, film directors 
and artists, and acted as executor in 
France of Picasso's will. He still found 
time to carry out confidential missions 
for Mr Mitterrand, particularly in the 
Arab world and Africa, and pressed for 
greater attention to be paid to the prob- 
lems of developing nations. 

In 1981, apparently at Mr Mitterrand's 
urging, Mr Dumas stood for a national 
assembly seat in the south-western Dor- 
dogne department. He was duly elected 
in that year's Socialist tide. Despite his 
friendship with the president, Mr Du- 
mas's style jarred with the dedicated 
socialism of 1981. He was too easily 
portrayed as a dilettante, a smart Paris 
figure ill-fitted for a crusade. 

Mr Mitterrand continued to use his 
friend and Left Bank neighbour, notably 
by sending him to talk to Colonel Oad- 
dafi. Mr Dumas convinced the Libyan 
leader to respect a demarcation line 
established by French troops between 
the warring groups in Chad. He also 
pacified President Bongo of Gabon after 
a French book accused his regime of a 


a swing so big as to put them in contention 
for national power. But they believe it is 
better for a clearly-defined Communist 
party to be out of power, and true to its 
traditions, than in the market for minis- 
tries at risk to its principles. 

As part of this attempt to redefine—or 
rededicate—the party, a leading Commu- 
nist economist, Mr Philippe Herzog, has 
published a book setting out an economic 
strategy. This would rely on boosting 
purchasing power, taxing profits and cut- 
ting interest rates. No indication is given 
of how the programme would be fi- 
nanced. A more potent weapon is the 
Communist-led Confédération Générale 
du Travail (CGT), France's biggest trade 
union federation. Mr Henri Krasucki, the 
CGT leader, has called on workers to “go 
all the way" in defending living standards 
and opposing unemployment. 

So far the autumn rentrée, the usual 





The latest musketeer 


string of scandals. 

By the end of 1983, Mr Dumas's time 
had come. Mr Mitterrand needed a skil- 
ful and trusted negotiator to clear the 
ground during France's EEC presidency 
in the first half of this year. Appointed 
minister for European affairs on Decem- 
ber 18th, Mr Dumas quickly made à 
success of the job. An able linguist, he 
got on well with the British and Ger- 
mans. His lawyer's training enabled him 
to go straight to the main points of a 
dossier, and to suggest compromises ac- 
ceptable to his client in the Elysée. 

Mr Mitterrand likes to keep his eyes 
fixed well ahead. That he did not make 
Mr Dumas prime minister last July does 
not mean that he will not offer him the 
post before his presidency ends. Mr 
Dumas is capable, and available. But 
neither his career nor his self-esteem 
hangs on getting the job. If Mr Dumas 
does not make it to the premiership, he 
can always return to the bar, and to his 
well-chosen art collection. 
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of Pozzuoli, a on the hen 

laples and close to the head- 

| of Nato’s southern command, 

has risen by more than five feet « over the 

“past. 20 months. The town sits in the 

|, centre of a plugged volcanic crater. Such 

- | a rise is usually a sign of an imminent 

| eruption. Since the summer of 1982, 

| some 16,000 tremors have been recorded 
there. 

‘Cool Italians say not to worry. If the 

Jlcano were to blow, there would be at 

st two days’ warning, as the earthrise 

elerated and sulphur emissions in- 


ased, Evacuation of the town, which - 


s already falling to ‘pieces. and half- 
bandoned, could be orderly. The Ital- 
ns point out that the rate of rise has 
tly slowed down, and that sulphur 
emissions have decreased. 


British experts fear otherwise. In 


he British ministry of defence sent 
British vulcanologist, Mr John Guest, 
| 1 uest concluded that, 
. an eruption was 

۱ n nd. visit last month, 
Guest s most al ring - conclusion 


۱ ver the volcano | 


War, ‘seemed to have died dows i in recen v 
years. Mr Magnago has recently, howev- 


er, accused the government in Rome of 
failing to respect Alto Adige's autonomy 
under the constitution. 

The mutterings from Sardinia are loud- 
er still. There the Sardinian Action party 
quadrupled its support to nearly 14% at 
last June's regional election, and won a 


dozen seats in the regional assembly. Mr. 


Mario Melis, the party's leader, wants at 
least as much self-government as the 
Basques and Catalans enjoy in Spain, and 
favours setting up a Sardinian entity with- 
in a federal Europe. 

The island's economic problems may 
explain the Sardinian Action party's suc- 
cess. Over the past 30 years, a third of 
Sardinia's 14m people have migrated to 
mainland Italy. The island is plagued by 
rural poverty, highunemployment andlow 
investment: 85% of Sardinian savings are 
transferred to the mainland. Apart from a 
small up-market tourist boom, few new 
industries have been attractedtothe island. 
Mr Melis’s dream is to turn it into a duty- 
free zone serving the Mediterranean. 

Mr Melis's views are being given seri- 


. OUS consideration in Rome because. he 


may be the island’s next leader. Last 
month the local Socialists announced that 
they would join the Action party and the 
Communists to form a left-wing regional 
administration, pushing out the ruling 
party, the Christian Democrats. 

The deal may yet fall through. The 
Christian Democrats are afraid that Sar- 


was that the signs of imminent eruption 
might occur only hours before the bang. 

As a precaution, he suggested that the 
whole area from the centre of Pozzuoli 
to 22 miles out could be razed, and urged 
that people within a six- mile radius be 
evacuated, in case the explosion was as 
big as the one at nearby Mount Vesuvius 
in 79 AD which wrecked Pompei and 
Herculaneum, The dozen or so British 
families serving the Nato base who are 
inside the danger zone have by now been 
moved away from danger. The main 
Nato command has, however, decided to 
stay put. - 
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The ` EEC budget dispute, after eddies 
ar Nr meanders but very few rapids, is at 
las t nearing the sea. Community finance 
ters removed one of the final obsta- 
cle es at an informal weekend meeting in 
Dr fomoland Castle in western Ireland on 
d ember 15th-16th. Further talks by 
e foreign ministers in Brussels over the 
«t two days just failed to get agree- 
nt, but the prospects for a break- 
| rough on October Ist-2nd, when both 
se ts of ministers meet in Luxembourg, 
w look distinctly good. 

"Since the Fontainebleau summit in 
June, when future British rebates were 
ag greed upon, the EEC’s budget problem 
s been reduced to finding ways to 
hen nce its deficits in 1984 and 1985, 
before higher revenues become available 
dr in 1986. The British government once 
again found itself isolated, refusing to 
agree on either a supplementary budget 
for 1984 or a draft budget for 1985. 

3 ventually, it acquiesced after getting 
two promises: first, that barriers to the 
payment of Britain’s 1983 and 1984 re- 
; would be removed, and, second, 
th hat strict guidelines would be fixed for 
controlling future spending. At the Dro- 
| mc ıoland Castle meeting, these guidelines 
iere broadly accepted, bar the refine- 
am Bist of afew details, 
__ The finance ministers agreed that from 
7 now on they will fix a ceiling for EEC 
expenditure on March Ist each year. 
. Council meetings of spending ministers, 
notably the farm ministers, will have to 
EN eep to this ceiling. Expenditure deci- 
si ons that breach the ceiling will simply be 
overruled, unless the finance ministers 
give their approval. If finance ministers 
| dc 0 approve exceptional increases for farm 
spending, the extra will have to be clawed 
back in the next two years. 
— Mr Nigel Lawson, the British chancel- 
"lor of the exchequer, who had previously 
held out for a fully codified and explicit 
gulation on budget control, accepted 
th t this procedure might prove effective. 
The agreement will be submitted for 
ormal approval by the heads of govern- 
ment at the next EEC summit, in Dublin 
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Ole man river nears the sea 


BRUSSELS 


in early December. 

This settlement left the issue of guaran- 
teeing the British refunds. The European 
parliament’s angry summer blockage of 
the 1983 rebate of 750m ecus looks likely 
to be lifted before long. But the British 
are worried whether there will be enough 
money in the kitty to finance the rebate of 
1 billion ecus for 1984, which is due to be 
paid to Britain in 1985. They want the 
new Fontainebleau system (which will 
increase the maximum Vat share that 
members will be required to pay to the 
EEC from 1.0% to 1.4%) brought for- 
ward by several months from the begin- 
ning of 1986, so that additional revenue 
will be available next year. 

Seven of the other member states were 
agreeable to this, but the Dutch had 
reservations and the West Germans were 
firmly opposed. During the foreign minis- 
ters’ meeting on September 17th-18th the 
Dutch fell into line, leaving West Germa- 
ny battling alone. The West Germans, 
who are the keenest supporters of Span- 
ish and Portuguese accession to the EEC, 
have consistently maintained that the new 
budget arrangements should wait until 
the newcomers are in. 


EEC commission 


The class of 5 


BRUSSELS 


Mr Jacques Delors, who takes over as 
president of the EEC commission in Janu- 
ary, now knows who all but two of his 13 
colleagues are going to be. Three are 
members of the present commission. The 
two unknowns are Luxembourg's appoint- 
ment and the second French commission- 
er, who may or may not be Mr Edgard 
Pisani, who at present handles the commu- 
nity's aid and development programmes. 
Since the two British commissioners 
were announced on September 10th, new 
appointments have come quickly. Ireland 
is sending its attorney-general, Mr Peter 
Sutherland, who is a confidant of the 
prime minister, Mr Garret FitzGerald, 
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i lacks experience. He has never ought 
an election and, at 38, will be the baby of 
the commission. Greece is sending a well- 
tried veteran of its entry negotiations, Mr 
Grigory Varfis. As minister for European 
affairs, he gave direction to the Greek 
presidency of the council of ministers in 
the second half of 1983. 

A Socialist trade unionist, Mr Mario 
Dido, is top of the running to become 
Italy’s second commissioner. The West 
Germans are also appointing a trade 
unionist to take over from Mr Willy 
Haferkamp, the present external affairs 
commissioner, who after 17 years' service 
will retire with a generous pension. The 
other West German commissioner, Mr 
Karl-Heinz Narjes, has beaten off an 
attempt by the Bavarian Social Christian 





Delors hears the news 


party to take over his position. As inter- 
nal market commissioner, Mr Narjes has 
made a priority of reducing trade barriers 
inside the common market. He is the 
favourite to take over the external rela- 
tions portfolio. 

Now that Viscount Davignon, who was 
one of the present commission's most 
capable members, is going, and Britain 
has made two lacklustre appointments, 
the new commission risks unfavourable 
comparison with Mr Gaston Thorn's. 
This, in turn, was less well thought of 
than its predecessor, although neither in 
fact shone with celebrated names, or 
managed to cure the EEC's drift and 
delay. 

Few of the departing commissioners 
can expect much difficulty in finding a 
comfortable jobs elsewhere. It is not yet 
finally settled but the president, Mr 
Thorn, seems to be on his way to take up 
a well-paid and unarduous job as head of 
Radio-Television Luxembourg. 
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Driving an international business enterp: 
along the road to success requires the 
services of a bank skilled in cross-countr 
financing. 


HongkongBank is such a bank. 


In more than a century of financing busi 
ventures around the world, we’ve 
experienced most of the likely constraint 
This experience enables us to set your 
business on the right track — and keep il 
there. And not just in the Far East, but 2 
where in the 55 countries where we operé 
our network of more than 1,000 offices. 


Having blazed the trail for so many 
international businesses, we are well qual 
to put you in the driver’s seat. 


Talk to us today. Anywhere. 


bd 


HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * The British Bank of the Middle East 
Hang Seng Bank Limited * Wardley Limited 
Wardley London Limited 


Fast decisions. Worldwide. 
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The City and‏ 
Arab Banking Corporation.,‏ 


In London, as in other major financial centres ol the trade and project related activities of UK and 
the world, Arab Banking Corporation (ABC) is firmly other European companies with interests in the Arab 
established and offers a wide range of products and world. 
services to the corporate and financial markets. ABC's London branch is further supported by our 
ABC has both the resources and the expertise ما‎ strong capitalisation and by our growing international 
respond effectively to the market and to our clients branch and subsidiary network thereby providing all 
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special needs. important links to international business 

With headquarters in Bahrain and particular opportunities and access to our ever-widening base of 
expertise in Middle Eastern and North African services. 
business operations, we re well positioned to support To make the most of your resources, call on ABC. 


Arab Banking Corporation (London Licensed Deposit Taking Office) 

6-8 Bishopsgate, London EC2N 4AQ. Telephone: 01-283 8511. Telex: 893748 ABC GENG. 
Investment Banking Division: Telephone: 01-606 5461. Telex: 8956601 ABC G. 
Representative Office for Continental Europe: Telephone: 01-606 5461. Telex: 8956601 ABC G. 
Branches and Subsidiaries in New York, Grand Cayman, Milan, Singapore, 

Frankfurt, Monte Carlo and Barcelona. 
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. Economies were once steered by finance ministers and their 
` budgets; central bankers and their monetary policy were just part - 


of the crew. But rising inflation, floating exchange rates and 
. worries about the banking system have pushed central bankers 
onto the bridge. Next week they will be in Washington for the 
. annual meetings of the International Monetary Fund and the 





is at how they are coping. 


| Central banking came of age two years 
ago, when an American opinion poll 
rated Mr Paul Volcker as the second most 
powerful man in the United States. The 
chairman of the Federal Reserve seldom 
goes on television, does not feel obliged 
to kiss babies or wear cowboy hats, and 
his finger is nowhere near the nuclear 
button. No matter: 
thought that Mr Volcker held sway over 
their. mortgages. 

| baskets. 


^. _ Perceptions are different in other coun- 
2 ` ‘tries, of course. How many Japanese. 
juld even name the: governor -of the 
<: -Bank of Japan (Mr Haruo Maekawa)? 
^. The influence of the governor of the Bank. 
d England . is conspicuous only when 
2 sterling 15 plunging; his normal “power 
tating” probably lies between an opposi- 
on spokesman on the environment and a. 















iat-show host. 


mpliment. In an ideal world, 













many Americans 


jobs and shopping 


Yet public recognition is a doubtful. 
d, central 
bank governors would be doing their jobs 
well that they would hardly be noticed. 
t as Keynes: wanted economists “to get 


.. World Bank. Our economics editor, Rupert Pennant-Rea, looks 


central bankers would gain little acclaim 
if they all managed decades of no infla- 
tion, low interest rates and a stable bank- 
ing system. When only one of them can 
get near such a record—Mr Fritz 
Leutwiler of the Swiss National Bank—— 
he becomes an international freak and 
Switzerland's biggest name. The rest owe 
their present prominence to things going 
badly wrong. | 

Some of the criticisms levelled at cen- 
tral banks are exaggerated or unfair. In 
many mouths, monetary policy becomes 
synonomous with monetarism and is then 
equated with a callous disregard for un- 
employment, bankruptcies and high in- 
terest rates. Politicians have made mone- 
tary policy a scapegoat for their fiscal 
failings. Businessmen and trade unionists 


would sooner blame central banks than. 


reform labour markets. The customers 
and shareholders of commercial banks 
complain that central banks let the lend- 
ing spree in Latin America go too far; 
other people say that central bankers are 
now forcing debtors into policy changes, 
implying that the spree did not go far 
enough. — 

Central. bankers tend to take . these 
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For. years s deri had fat test 
what they did than their « 
suppose. Many were an 
executive arm of the governm 
three-—the Federal Reserve 
bank and the Swiss National B; 
had any real autonomy. Thi 
statute or custom, have had to 
their governments tell them, ` 
had operational discretion, 
been consulted on strategic qu 
in the last analysis the finance 
has been in charge. 7 
Some of this power has beer 
away from finance ministries: 
essarily landing up with: ce 
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k can do. Faced with monetary or 
sal measures that they think will lead to 
e (I ein in 1975-76) or push up 
rates (America in 1983-84) or 
ki (Fr 
e be "come more concerned with mone- 
y restraint—which is not the same 
ng as being monetarist—it is because 
narkets have made them so. 
1 hes ame goes for the concern over the 
Ith of the banking system. Most cen- 
m ers might have imagined that a 


sooner or later, and some might have 
"ssec E that it would be Continental 
$. But surely none would have 
eamt that the eighth largest bank in the 
ited ‘States would be pushed under in 
E ree days. "The markets"—thou- 
ids of people acting in what they saw as 
eir o wn interest—moved far faster than 
any bani supervisor could have done. 
dn | in ancial innovation, too, markets 
n inning ahead of regulators. Several 
vernments—in America, Canada, Brit- 
Australia and Japan—are wisely ac- 
pting the inevitable. They are not de- 
gulating, in the sense of abolishing all 
les , 50 much as reregulating. The new 
frame vorks they are building for their 
nancial industries will need careful su- 
E ision, and bits of this task will fall to 
cer al banks. Even when they are not 
di ie t tly involved, central bankers cannot 


10 h noon for monetary policy. 


e25 years after the second world war 
ieemed like a triumph for Keynesian 
fisca policies. The rich countries that 
belong to the Organisation for 
| Economic Co-operation and Develop- 
pent (OECD) expanded their real gnps 
5% a year. Their unemployment rates 
aged only 3% , inflation only 2%. 
By the mid-1970s, the triumph was 
ainted. Inflation in the OECD econo- 
۳ nies had reached 14%, and unemploy- 
nent rates more than doubled (see chart 
1 1). Athough it was easy to blame Opec 
anc quadrupled oil prices, many govern- 
ments and economists began to suspect 
the at the Keynesian formula itself was the 
c zu ulprit. Listen to the then British prime 
‘minister, Mr James Callaghan, address- 
in g his unreceptive Labour party in 1976: 


e used to think that we could just spend 
our way out of a recession and increase 
employment by cutting taxes and boosting 
government spending. I tell you in all can- 

1 dour that that option no longer exists, and 


tod: 
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ab Ww. indit erent to the 
ion” the financial markets, 
tror ngest constraint on what a central 


lation, they push down the exchange 


ance in 1982-83). If central banks 


gc ' American bank would get into trou- 


۱ la 
bd i 


us siiis 
iig ied 
wrought in financial services: some of 
them have profound implications for the 
whole monetary system and a few already 
look disturbing. Yet there is no reason to 
suppose that central bankers will be any 
fleeter of foot in this new world than they. 
were in the old one. 

One theme of this survey will therefore 
be the relative impotence of central 
banks. For all their responsibilities and 
the high hopes others pin on them, they 
are often the victims of circumstance. 
That does not mean they deserve much 
indulgence. On the contrary, in the past 
10 years central banks have had great 
luck. In the industrial countries, they 
went to the edge of rampant inflation but 
were able to draw back. The bad loans 
made by commercial banks may prove 
large enough to teach everybody some 
prudence, but not so large as to cause a 
general crash. Those banks that failed did 
so infrequently enough for central bank- 
ers to prepare defences against other 
failures or (if a crash looms) to have had 
valuable practice for something that is 
usually impossible to rehearse. 

These 10 years have been useful pre- 
cisely because they were scary. Only the 
foolish—or the politician running for re- 
election—could claim that recent eco- 
nomic difficulties have all been over- 
come, never to return. Central bankers 
can therefore expect their interesting 
times to continue. The rest of mankind 
must hope they have learnt the right 
lessons. 


\ Monetary, not monetarist 


that in so far as it ever did exist, it worked by 
injecting inflation into the economy. And 
each time that happened, the average level 
of unemployment has risen. Higher infla- 
tion, followed by higher unemployment. 
That is the history of the last 20 years. 


The pendulum was swinging, but only 
macroeconomically. Governments were 
not disenchanted with public sectors that 
had almost doubled their share of gnp in 
30 years, nor with labour markets clogged 
by subsidies and “job protection" laws; 
only with the belief that fiscal policy could 
do much for growth and jobs. Since they 
had to swing in favour of something, they 
shifted to the other arm of macroeconom- 
ics, monetary policy. Finance ministers 
became more interested and involved in 
monetary issues, but operational respon- 
sibility lay largely with central banks. 
This change coincided with the intellec- 
tual resurgence of monetarism, so many 
outsiders assumed that central bankers 
were all paid-up members of the Milton 
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qn club. This Sie ea, mw 
though it was and is wrong. Among 
leading central bankers and their advis- 
ers, the number of true monetarists can 
be counted on one hand. “True” mone- 
tarism boils down to three propositions: 

@ Fiscal expansion has no independent 
effect on prices or on the level (as distinct 
from the composition) of output. Its im- 
pact exists only to the extent that the 
central bank turns it into money. 

6 Monetary growth has only a transitory 
influence on output and employment, but 
a permanent one on prices. 

@ The velocity of circulation—the 
amount of spending financed by a dollar 
(or whatever) of money—is stable, or 
anyway changes at a predictable rate. 

These three principles lead to the Fried- 
manite policy prescription: central banks 
should allow the money supply to grow 
steadily, and no faster than the economy's 
underlying growth in productivity. 

On every point, most central bank 
economists would insist on caveats or 
flatly disagree. Some think that larger 
budget deficits financed by selling gov- 
ernment stock can expand economic ac- 
tivity; even the doubters concede that the 
initial boost to growth may last for several 
years. More important, central bankers 
think that velocity shifts unpredictably, so 
monetary rules will not lead to steady, 
inflation-free growth. Those most scepti- 
cal about the quantity theory of money 
are attracted by the doggerel of Professor 
Kenneth Boulding, one of the few econo- 
mists to make the dismal science rhyme: 


C 
edma 


We must have a good definition of money 
For if we do not then what have we got 

But a quantity theory of no one knows what 
And that would be almost too true to be 
funny 


Target time 

Agnostic though they were, central bank- 
ers had to do something with the new 
weight that monetary policy acquired in 
the mid-1970s. They accepted that infla- 


[1] 
Miracle 
gone sour 
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inflation 
consumer prices, 
% change on 
previous year 








-Beaumont et Associés 


"is 


PN De 


. Worldwide. 
. The international network of BNP i 


nd assets : 


by 15.8%. Many new savings 
vidual requirements. By the - 


world and is active in 75 countries V XR ^ qam. PI cente 

New offices were opened in Macao and Munich, Shanghai and. S 
shenzhen in China and Wellington in New Zealand. The French franc SS 
equivalent of loans abroad amounted to FF 98 billion. Diversification of 

financial services, particularly leasing, was actively pursued. ۱ | 000 8 
The bank strengthened further its position in the international capital markets 
and is one of the world's largest issuers of Eurobonds. The contribution by the - 
international division to Group profits rose from 24% to 26%. The increase came 
mainly from the Australian and European networks. : A3. 


RESULTS 1983 BROUGHT RECORD PROFITS. 
After distribution of the dividend and despite a substantial increase in the provision 
for bad or doubtful debts, shareholders' funds increased to FF 12,812 million. | 


~ : | HHIBIBIHEMHSH 

Consolidated figures | | BRE eseese| 
FF million 96 Increase 

Net revenue 24.399 +118 


———— 


Profit before tax and provisions 7,980 +10.9 H 
ese; 


Provision for doubtful debts BEREH 
and general risks +473 7 gp 


Net profit 





3 SURVEY CENTRAL BANKING 





Fuji unlocks 
new opportunities. 


One key to international success is choosing the right financial institution. 
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You need Fuji Bank, one of Japan's largest. 
Our growing network covers 28 cities in 21 countries to help you anywhere, any time. 
Our over U.S. $110 billion in assets enable us to finance virtually any project. 
And our experienced international staff can provide you with a wide 
range of financial services and information. 
For a head start in international business, start with Fuji Bank. 
We'll open up considerable possibilities. 


A FUJI BANK 


Tokyo, Japan 
Overseas Network 


London, Düsseldort, Frankfurt, Zurich, Luxembourg, Paris, Madrid, Bahrain, Tehran, Seoul 
Singapore, Hong Kong, Jakarta, Manila, Bangkok, Kuala Lumpur, Beijing, Shanghai, Sydney 
Melbourne, Brisbane, New York, Los Angeles, Chicago, Houston, Seattle, San Francisco, Atlanta, 
Toronto, Mexico City, Sao Paulo 


Walter E. Heller & Companv, Walter E. Heller Overseas Corporation 





THE ECONOMIST SEPTEMBER 22, 1984 


| | 
F 


Over the years First Bank has assisted in the: 


development of ‘business. from. retail and 


 distributive trades to the acquisition and 
"management of TR 1 actories. by. bci : 


۱ e 


the | benefit « of its experience =‏ ای ناه 


án ess | business transactions and friendly 


É STABLIS HED 1894 


اج ور یس مهبم مه جع سب 


the cou untry:: 


ee ‘the ne s 





Jead Office: khalif: i zl | i, United Arab Em: 


West End Branch: 2 Albert Gi elephone: 








Friedman made some rules 


tion was bad for financial stability, proba- 
bly bad for the real economy (especially 
investment) and could be treated in some 
imprecise way by monetary restraint. In 
the old days they would have raised 
interest rates. But rising inflation was 
already pushing up interest rates, making 
it hard to judge whether monetary policy 
was really tightening or just reflecting its 
earlier looseness. 

The leading central banks—some in- 
structed by their finance ministers— 
therefore adopted targets for monetary 
growth. They may have doubted how 
easy it would be to hit them, and some 
preferred the vaguer term “guidelines”. 
But they were prepared to believe that 
announced policy restraints would (a) 
reassure financial markets that inflation 
would not be allowed to keep rising, 
while (b) persuading businessmen and 
workers to moderate their price- and 
wage-setting behaviour because their ex- 
cesses would no longer be financed. 

By these two yardsticks, monetary tar- 
gets have failed. On (a), real interest 
rates are a measure of the "inflation 
premium” that financial markets demand 
for lending money. Since monetary tar- 
gets became common in the mid-1970s, 
real interest rates have risen, suggesting 
that financial markets have grown more 
sceptical of the central banks’ anti-infla- 
tionary resolve. On (b), unemployment 
rates are now higher in every OECD 
country than they were in 1975: no sign 
there that companies and workers have 
been dissuaded from pricing themselves 


THE ECONOMIST SEPTEMBER 22, 1984 





out of work. 

On the central issue, however, targets 
have been a success: inflation has tum- 
bled. It rose briefly to an OECD average 
of 144% in the first half of 1980, but was 
41% three years later. What is more, its 
fluctuations have been closely linked to 
movements in monetary growth two years 
earlier (see chart 2), as Friedmanite mon- 
etarists predicted all along. 

Whatever its results, targetry has 
caused many headaches for central 
banks. The tables on this and the next few 
pages show how accurate they have been 
in hitting their targets. The Fed has been 
the most ambitious, aiming for several 
targets at once. The Bank of England has 
had a poor record, which made Sir Geof- 
frey Howe, chancellor of the exchequer 
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West Germany’s monetary growth 


Year Target 


Targett ۴ 
variable 


1975 CBM* 8 10 
1976 CBM 8 9 
1977 CBM 8 9 
1978 CBM 8 11 
1979 CBM 6-9 6 
1980 CBM 5-8 5 
1981 CBM 4-7 4 
1982 CBM 4-7 6 
1983 CBM 4-7 7 
1984 CBM 4-6 — 


"Central bank money. 11976-78 annual averages. 1f 1 
1979-84 targets and outturns relate to changes Comm 

UR aca aa ERU E ge quarter of 
current year. Source: Bundesbank. 


from 1979-1983, an easy target himself 


Only in his last year as chancellor did his? 


three chosen measures of the money 


supply obligingly grow to plan; civil ser 


range % annual rate 6 i 









vants framed the achievement and pfe 


sented it to Sir Geoffrey when he left for 
the foreign office. 


Two points stand out from the experi- | ۱ 


ence of targetry. First, it has been domi | 


nated by big economies: most tiddlers- 


have participated vicariously, by fixing 
their exchange rate to a big neighbour's 


(more on this later). Second, the variety ; 
of monetary measures chosen for targetry ^ 


has been great. 
stuck to a narrow measure, central bank 
money (notes and coins, plus the reserves 


The Bundesbank has | 


held by banks at the Bundesbank). 


Bank of Italy has always used domestic | 


credit expansion, perhaps because it is the 


measure that the IMF favours and ۷ 


has had more IMF tutelage than any 
other OECD country. Switzerland has 
changed from MI to the (even narrower) 
monetary base; Britain has had five dif- 
ferent measures, though only three at any 
one time. 

This variety reflects the two basic prin- 
ciples on which money targetry is based: 
@ The chosen money-supply measure 
must bear some close and reliable rela- 
tionship to whatever the central bank is 
trying to affect—normally prices, but 
sometimes nominal gdp. The measure 
with most influence will vary from coun- 
try to country, depending on an econo- 
my's openness to foreign trade, its finan- 
cial structure, etc. 


@ The central bank must be able to. 


control its chosen measure of the money 
supply with reasonable accuracy. 

Both these principles make good sense, 
but are sometimes muddied by other 
considerations. For example, sterling M3 
in Britain has lousy predictive powers 
(two years after sterling M3 rose by 14%, 
Britain's price inflation was tumbling to 
4%); and its growth can be hard to 
control, because an increase in interest 
rates encourages people to switch to in- 
terest-bearing deposits, so sterling M3 
grows even faster. From the treasury's 
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cia] institutions) and sus- - 
; pays. attention to the 


m : e economy; and is pain- 
American interest rates 


narrow monetary : 
its total and (more seriously) producing 


They have had ۱ 
measure, M1, swelling 


US be ndue in be ni 


new uncertainty about its velocity and its - 


consequent links with prices and output. 
. These complications. became acute in 


certificates was maturing in October and 


savers were likely to put the cash into 
their bank accounts. The Fed decided to 


place less weight « on M1 and more on the 
broader aggregates, M2- and M3. .In the 


évent MI grew by 8.5% between the - 
fourth quarters of 1981 and 1982, com- ` 
pared with an original target range of 2.5-7 
For 1983, the Fed again. made - 
adjustments: it decided ‘to ignore. the — 


5.5%. 
rapid growth in M1 in the final quarter of 


` Canada's (none ary growth 


Target Targett Actual 
variable range % annual rate % 
M, 10-15 

M, 

M, 

M, 


“To Nov 1982 after TUTUP err or 
acura mid-year Source: Bank of Canada. 


1982 and the first quarter of 1983, and 
established a "monitoring range" for the 
second half of 1983. Over the convention- 
al period (fourth quarter 1982-fourth 


¿quarter 1983), M1 grew by.1076; after the 


Fed's adjustment, it grew at an annual 


rate of 7.295, close to the middle of the 5- 


9% target range. 
.Monetarists like Professor Milton 
Friedman have been deeply critical of the 


Fed's behaviour over this. period. On the | 
basis of the published M1 figures for 


1982-83, Mr Friedman predicted. that 


American inflation would rise sharply in 
1984. Actually, the 12-month rise in con- 
sumer prices went from a low of 2.4% 8 
July, 1983, to 4.7% in March, 1984; by 


July, 1984, it was down to 4. 1%. 


The moral is clear: monetary statistics 
are not always what they seem, and a 
central bank that does not use its experi- 
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bankers should be 


ly not. In OECD cour (3 
the public usually rated inflation as its 
greatest worry—and voted for politicians 
who promised to curb it. Today, every- 
body is far more concerned about unem- 
ployment, and. politicians who harp on 
about inflation are. in danger of losing 
their jobs. Worse, western Europeans in 
particular are inclined to think that infla- 
tion has fallen only because unemploy- 
ment has risen. Monetary policy is being 
blamed for higher unemp Kt 
might have. expected to b praised for 
lower inflation... 1 
- Macroeconomic policy therefore. مت‎ ۱ 
as harsh a dilemma as ever. The striking . 


exception has been the United States, 7^ 


which has cut its jobless rate from a a peak | 
of almost 11% in Decembe to 
74% and its inflation fr 
to. sea 4%. Tt t bias ۱ 


ence to look behind them does its country _ jus 


no favour. But discretion i is not the sami 


decided. ۱ E he financial mar 
cept in the dark; and what is 
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` The Fed is younger than the president 


The Federal Reserve building in Wash- 
ington stands between the National 
Academy of Sciences and the National 
Science Foundation. If this site suggests 
that monetary policy is a branch of hard 
science, Fed staff are quick to point out 
their other near neighbour, the state 
department. The Fed's work may not be 
quite as uncertain as foreign policy is, 
but it is just as controversial. 

The United States took a long time to 
decide that it needed a central bank. 
Congress set up the First Bank of the 
United States in 1791, but only on a 20- 
year charter which it did not renew. The 
Second Bank lasted from 1816 to 1836. 
From then until 1913, the American 


financial system revolved around private 


banks. Initially they issued their own 
notes and coins; later these were joined 
by a national currency. ۱ 

A string of financial panics eventually 
persuaded congress to consider Wood- 
row Wilson's plan to create the Fed. 
Bankers hated it, claiming that it would 
bring political control of their business; 
farmers hated it, saying it was all a 
bankers' ramp. The lobbying was in- 
tense, the voting close. Wilson finally 
signed the Federal Reserve Act, “with 
deep emotions of gratitude", on Decem- 
ber 23, 1913. 

More ructions followed over where to 
establish the Fed's regional arms, the 
Reserve Banks. All national banks in the 
United States were asked to vote for 
their preferences, and those cities that 
were excluded were deeply offended. 
Congress, too, remained suspicious, re- 
jecting one of President Wilson's nomi- 
nees for governor of the board. It was 
not until November, 1914, that the 12 
Reserve Banks opened their doors for 
business. 

Today, the Fed is an established part 
of the American financial system, but no 
less controversial. Its constitutional posi- 
tion gives it an independence that other 
central banks may envy but which politi- 


cians resent. In its own words, “it is an 


independent agency of the federal gov- 
ernment, reporting directly to con- 
gress". It is run by a board of seven 
governors, appointed by the president 
and confirmed by the senate. They hold 
office for 14 years, one retiring every two 
years; if a governor dies or retires before 
the end of his term, his replacement 
takes over only what is left. Governors 
must come from different Federal Re- 
serve districts, because the president is 
obliged to choose “a fair representation 
of the financial, agricultural, industrial 
and commercial interests and geographi- 
cal divisions of the country". The board 
meets several times a week, often in 
public. 

The chairman and vice-chairman are 
chosen by the president and must be on 
the board. Their terms last for four 
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years, and can be renewed. Most recent 
chairmen have served more than one 
term: Mr William McChesney Martin 
(1951-70), Mr Arthur Burns (1970-78) 
and since 1979, Mr Paul Volcker. But Mr 
William Miller held the job for only 18 
months in 1978-79, before becoming sec- 
retary of the treasury in the tail-end of 
the Carter administration. 

The chairman will never get rich in his 
job. His annual salary is only $72,200, 
much less (by tradition) than that paid to 
the president of the New York Fed. 
Other governors get $70,800 a year. The 
appointment of the chairman is intensely 
political but does not always follow party 
lines. Mr Burns was appointed by Re- 
publican Mr Richard Nixon, then asked 
to leave by Democrat Mr Carter; but Mr 
Volcker, originally appointed by Mr 
Carter, was reappointed by Mr Reagan 
in 1983. - 

Each Reserve Bank has a board of 
nine directors—six of them elected by 


Wilson started it, gratefully 


the member banks in the district, three 
appointed by the board of governors in 
Washington. Only three of the elected 
members can hold any office in a com- 
mercial bank; the other three, plus the 
three appointees, tend to be industrial- 
ists and academics. The directors then 
appoint a president of their Reserve 
Bank, who must be approved by the 
board of governors in Washington. 

The most powerful of the Reserve 
Banks is the New York Fed. It carries 
out open market operations (the heart of 
monetary control) and any intervention 
in the foreign exchange markets. The 
Fed is not responsible for financing the 
federal budget deficit; unlike in most 
other countries, the treasury sells its own 
bills and bonds, though the Fed tries to 
keep the market steady when a treasury 
issue is about to-appear. 

The Fed's biggest policy decisions are 
made by its open market committee 
(OMC). It sets the guidelines for mone- 


tary policy, stipulating a target range for 
the Fed funds rate (a slight misnomer—it 
is the rate at which commercial banks 
lend reserves to each other), targets or 
monetary growth and any transactions in 
the foreign exchange markets. The OMC 
has 12 members: the seven Fed gover- 
nors, plus five Reserve Bank presidents 
one of whom is, ex officio, president of 
the New York Fed. The other four 
presidents serve on the committee for 
only one year. P? 

The OMC meets roughly 10 times a 
year, usually on a Tuesday; the minutes. 
of its meetings are published about five- 


weeks later. They give a full account of _ 


the discussion, including details of whic 

members dissented from the majority 
Opinion and why. Until the minutes 
come out, OMC discussions are tradi- 


tionally confidential (not least becau e 


they are highly “market-sensitive”). The _ 


tradition was broken this year when the — 
president of the Boston Reserve Bank 
revealed some of the disagreement over 


monetary policy at the March OMC 


meeting. The vice-chairman of the - 


board, Mr Preston Martin, weighed in 
against the majority view that economic. 
growth was too strong. These tensions 


are inevitable, especially in an election - 


t 


year. The bigger wonder is that the 


OMC usually keeps them quiet in such a 


leaky place as Washington. 


Congressional eye 
In the Humphrey-Hawkins Act of 1978, 
congress acknowledged the growing in- 
fluence of monetary policy. It required 


1 


> 
1 


the Fed to send it a report ori its policies " 


twice a year. The Fed chairman and — 
other governors also testify frequently - 


before congressional committees. ; 


Despite (or because of?) the Fed's - 


greater openness, many congressmen 


P 


feel uneasy about its powers and the way _ 


it exercises them. A report by the house | 


banking committee last December rec- 


4 


ommended several changes. Examples: ` 


the term of the Fed chairman should be _ 
co-terminous with that of the American — 


president; spending by the Fed should be - 
subject to congressional authorisation — 


as soon as it makes them. 

None of these is a substantive criti- 
cism; more like a gripe, based on suspi- 
cion. And their impact is further reduced. 
by the various minority opinions of com- 
mittee members, ranging from a defence 


of the Fed in a difficult world to angry _ 
rejection of the need. for any central — 


bank at all. 


probably true of the White House. Al- 
though the Reagan administration has 


often criticised the Fed's conduct of تک‎ 


monetary policy, and Mr Volcker has 
been fierce about Mr Reagan's budget 


deficits, their words have been no hotter - 


than usual for the Washington kitchen. 


and appropriation; the OMC should — 
publish its decisions on monetary targets 
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On this evidence, congress will harry 
the Fed but not hobble it. The same is " 
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d, f only because fashions change. In 
"Toeconomics there is no such thing as 
al truth—only the “eternal truths” 
and Jic d about by opposing intellectual 
One lot is currently on top in the 
gest countries, but some political par- 
wil eventually pick up the now- 
card ded views and win enough votes to 
e Boc. Even as sober a man as 
ofessor Walt Rostow has just written a 
ok whose title describes current macro- 
nomi c orthodoxy as “The Barbaric 
junter-revolution", which is presum- 


p 


ep yon Professor Friedrich von Hayek's 
1 ıe F oad to Serfdom". With such hy- 
bo e in the i ivory towers, imagine how 
hus stings could sound. 

"or monetary policy, the challenge to 
present orthodoxy could take any of 
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what happens. when countries retrace ' 


> 


| ci bia monetary growth 


Year* Target Target Actual Target Target Actual 
variable range % annual variable range % annual 
% rate % 
1976 M, 4-7) 109 M, 7310} 9 
1977 M, 4-65 78 M, 7-10 98 
1978 M, 4-6} 12 M, 64-9 8.6 
1979 M, 1-43 55 M 5-8 8.3 
1980 M, 36 50 M 6-9 9.8 
1981 M; 3-5} na M 6-9 94 
1982 M, 2:5) 85 M 6-9 9.2 
1983 M, 5-9 7.2 M 7-10 8.3 
1984 M, 4-8 سب‎ M 6-9 = 
“Fourth quarter 2 fourth 
sector. Source: F 





6 “Reflation” plus wage and price con- 
trols. Central bank governors have fa- 
voured wage and price controls in the 
past—notably Sir Leslie (now Lord) 
O'Brien at the Bank of England in the 
1960s and early 1970s. Even Mr Arthur 
Burns, a staunch believer in free markets, 
had good words for the Nixon controls 
when he was chairman of the Fed. 

6 Shrinking the public sector. If macro- 
economics fails to achieve high employ- 
ment and low inflation, some politicians 
and economists will beat more loudly on a 
familiar drum: that the state is too big and 
is smothering the ability of free markets 
to promote prosperity and jobs. The 
novel, monetary twist to that argument 
could include proposals for: 

6 Denationalising money. Professor 
Hayek and other economists believe that 
the state’s monopoly of the supply of 
money has been a main cause of econom- 
ic instability, and particularly of inflation. 
Professor Hayek doubts “whether any 
other monopoly has done as much (eco- 
nomic) damage as that of issuing money”. 
He would like competition between pri- 
vate suppliers of money, leading to an 
‘inversion of Gresham's law so that good 
money drives out bad. In such a world, 
conventional central banks would have 
no place. Professor Hayek does not even 
envisage them offering their “nationa- 
lised" currency in competition with pri- 
vate suppliers, rather as public-sector 







Target Target Actual Target Target Actual 
variable range % annual variable range % annual 
rate % rate % 
M 6-9 81 — = — 
۷ 6-9 100 MB 46) 3 
۷ 6-9) 114 MB 36 23 
M, 6-9) 101 — — — 
M, 6-9] 97 ۵ ای‎ 10.6 
M, 6-9 — TOND 811 — 


nella tRevised to 3-6 in Oct 1979. tAdjusted for structural shifts. tt Total domestic debt of non-financial‏ .سا 


buses compete against private buses, taxis 
and so on. 

Alternatively, the freer-market, small- 

er-state argument might include: 
@ Restoring a gold standard. In its nine- 
teenth-century form, the gold standard 
was not a great success. True, prices rose 
less than they have done since 1945 (and 
in Britain actually fell). But prices fluctu- 
ated more, as did real incomes, and 
unemployment was higher. Modern sup- 
porters of a gold standard—who are 
mainly to be found in the United States— 
are after something less elaborate. They 
want to back the dollar (wholly or partial- 
ly) with gold reserves, so making it impos- 
sible for the Fed to expand the monetary 
base by more than a few percentage 
points a year. 

Of these four possible challenges to 
today’s conventional wisdom, the first— 
reflating demand and trying to suppress 
inflation through controls—still seems the 
most likely choice, despite its poor re- 
cord: It may not be offered to the elector- 
ate of any country as a coherent whole; 
the normal pattern is to reflate first, and 
then bring in controls when inflation 
Starts to rise. 

Those who dread that’ prospect need to 
make the present orthodoxy work better. 
Those who’ welcome it have an even 
tougher task: coping with the unofficial 
governors, those awkward financial 
markets. 


Living with the markets 


The global financial market is here to stay—but threatens older kinds of trade. 


When Mr Denis Healey was Britain's 
chancellor of the exchequer in the 1970s, 
he used to complain that economic policy 
was dictated by "young men in their 
twenties writing brokers' circulars". To- 
day in America, Mr Henry Kaufman of 
Salomon Brothers moves markets—and 
thus affects policy options—by more in a 
single statement than Mr Donald Regan 
does in a month at the treasury. Mr 
Regan is a breezy salesman who said at 
the beginning of this year that he expect- 
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ed interest rates (and the dollar) to fall 
during 1984. Mr Kaufman is a gloomy 
intellectual who expected rates to rise. Mr 
Kaufman was right. 

The same thing has happened many 
times before. Governments have repeat- 
edly given themselves higher marks than 
their achievement deserved, and the mar- 
kets have grown cynical. About five years 
ago, they called a halt. 

With few exceptions, savers and money 
managers felt they had been Nea Ei 
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` WITH MORE THAN 660 BRANCHES IN IRAN AND ABROAD, AND WITH CORRESPONDEN’ 
ALL OVER THE WORLD OFFERS: . ^ 


COMPLETE INTERNATIONAL BANKING SERVICES 
BRANCHES ABROAD S aT 


LONDON: 22 LAWRENCE LANE, EC2V 8DA. TLX: 884747 (BNKTE). TEL: 01-726 4344 . 
PARIS: 44 AVE. DES CHAMPS ELYSEES, 75008 PARIS. TEL: 225 05 92 OR 225 89 85. 
TELEX 640875 BKTEJF 


"DM = 31.70 RIALS AS AT 12.7.84 








^ 7 ken ranches in 1 the United K UD A end. has Special 
Agency arrangements in Saudi Arabia, Kuwait, 
U.A.E., and correspondents ali over the world. 
MCB is also in joint venture with my 
Middle East Bank Ltd, which has 


: shown continuous and remarkable 
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The timely new way 


` Intermodal transport. It's sa afer and more efficient than anything yet devised. 

Shio, air, rail and road links are utilized to maximum effect, getting consignments: to their 

destinations in the shortest time, and at the minimum cost. NYK's intermodal transport 

service is just one of the ways we are working to improve cargo handling. 

7 Another is better communications. Over 40 NYK ships carry INMARSAT satellite 

communications equipment. We can keep in touch with customer S. shipments all the way. 

— and receive and act on their latest instructions promptly. PEU 

.. Then there is the diversity of the NYK fleet. Thanks to the variety of vessels, we ca ۱ 

-handl just about any type of cargo under the sun, from heavy plant equipment to. livestock 

It is. the kind of service NYK's customers have come to expect Over the past 99 ye gi 


i 2-chome Chi yoda-ku, Tokyo 100, Japan Tel. (03) 285- 5151 London Branch: PA O Biag 
` Tel. (01). 283-2099. New York Branch: Suite 5031, ; 
Street, San Francisco, Calif, 94106, U.S.A. Tet: (415) 057-4754 9۱ ون‎ Angeles Office 
if 90014 let. (213) 622-2381 ۷ Office: c/o Burns, Philip & Co., Ltd; GRO. Box: 543,51 Pi 
Res. Reps., Hamburg: c/o Phs. van Ommeren (Hamburg) G.m;b.H. Tel. (Direct) 3593248, (Agent 
. O21 7080 Paris: c/o Worms Service Maritimes. Tel. 285-19-00 Milan: c/o Compagnia talana Mari i 
ndinavian Near East Agency SA. Tel (Direct) 452-3646, (Agent) 452-1111 (ext. 46) @Res. Reps.,: 
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governments for long enough—and spe- 
cifically by inflation, caused by the mone- 
tary excesses of central banks. The mar- 
kets therefore became the unofficial 
governors, and those young men with 
their brokers’ circulars acquired more 
influence than economists who were 
working in central banks and finance 
ministries. 

The shift of power brought a change of 
direction. Instead of the inflation rate 
rising from one cycle to the next, the big 
OECD economies began to disinflate. Of 
course, part of this change was caused by 
growing public hostility to inflation and 
therefore a swing to disinflationist politi- 
cians. But governments also realised that 
the financial markets were undermining 
their "reflationary" measures by pushing 
down exchange rates and raising interest 
rates. Prices therefore increased sooner 
and by more than governments hoped, 
and real spending by less. 

The main reason why reflation has not 
been similarly neutered in the United 
States in 1983-84 is the behaviour of the 
Fed. Mr Volcker has insisted that he will 
not monetise President Reagan's budget 
deficits, and so has had to finance part of 
America's borrowing needs from abroad. 
This has required pushing American in- 
terest rates far above those in other big 
countries (see chart 4). The strategy de- 
pends heavily on the sufferance of mar- 
kets: at the first sign that the Fed was 
monetising, dollar holders would start 
selling and interest rates would have to go 
higher still to choke off borrowing at 
home. 

The Fed's predicament is aggravated 
by the effect that American interest rates 
have on Latin American debtors (more 
on this later). It also emphasises the close 
links between domestic monetary policy 
and exchange rates. 


The road from Bretton Woods 
The fortieth anniversary of the 1944 Bret- 
ton Woods conference has prompted 
some nostalgia for fixed exchange rates. 
In fact they were designed for a different 
world—low inflation in all the major 
economies, and small international capi- 
tal markets that were largely separate 
from domestic markets. Over the past 
dozen years, every money manager has 
learnt what damage inflation can do to his 
portfolio, and how much can be gained or 
lost from exchange-rate changes. When 
he takes an international decision to buy 
dollars, say, he is simultaneously deciding 
whether to buy treasury bills or corporate 
bonds or bank deposits. The foreign ex- 
changes have merged with the money and 
capital markets, been spiced with options 
and futures, and become one huge finan- 
cial market. 

Once opened, the global market in 
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Volcker held the line "m 






finance cannot be closed. First, because it 
was made possible by technology, so ` h t 
millions of transactions can be û | 
the telephone, processed by compu! er 
and despatched from one visual di: spla 
unit to another. Once the aircraft ۱ 
there, the package-tour business was 
bound to boom; so it is with electronic 
and global money-shuffling. d 

The second reason why the market 
cannot be closed is that dozens of coi 
tries are ready to welcome what oth ver 
might try to ban. The junior league Y 
financial centres—Singapore, Bah i 
Bahamas—would race to develop mit 0 
the advantages that London, New " ould 
and Tokyo now provide. Money \ ۱ 
find its way to them, and thence to € 
borrowers. 1 

At the moment, the governments of th: 
biggest OECD economies do not want tc 0 
turn back the financial clock. The A 
cans could not have financed $170-bi 
budget deficits 10 years ago with the e: 
they are doing today, and they have a 
made it easier still, by abolishing the 
withholding tax on interest paid to fore gn 
investors on bonds issued in America. 


Snags and solutions 
The global financial market does nol 
become wonderful just because it is un- 
avoidable. It has drawbacks, the most 
serious involving exchange rates. They 
are now influenced more by finz per | 
transactions than by trade in goods a 
services—in other words, by what hap- 
pens on the capital more than the current. 
account of a country's balance 
payments. E 
The change has proved uncomfortz a 
for much of the world's industry û 
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ag iculture. Whatever the difficulties of 
defining a country's competitiveness, it is 
clearly affected by currency movements. 
If nominal exchange rates had been 
‘changing to offset the differences in unit 
۸ Costs between trading partners, the real 
exchange rates in chart 5 would have been 
nore or less constant. As they were not, 
anybody involved in international trade 
either got windfall profits or has had to 
change his costs and productivity to avoid 
indfall losses. The losers find it easier to 
M ¢ their governments for protection 
nst imports. The paradoxical result of 
me ing exchange rates "just another 
price” is the erosion of competition-by- 
P ice in more than half of the world's 
tr ade. 
Most thoughtful central bankers recog- 
nise this drawback. They used to see it as 
‘pa of the general problem of “over- 
shooting” —exchange rates going beyond 
their competitive equilibrium for longish 
1 periods before swinging too far the other 
vay. This language has recently been 
sounding passé, because the D-mark and 
y en have overshot super-competitively 
ind the dollar uncompetitively for so 
long. But whatever it is called, the threat 
to trade remains: America’s International 
Trade Commission is dealing with a re- 
cord number of applications for protec- 
tion against imports, and has already 
و‎ ipproved far too many for any free- 
 trader's comfort. 
Central banks can react to overshoot- 
ing currencies in three ways. First, 
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through market intervention—by, for ex- 
ample, selling dollars and buying D- 
marks when the dollar is rising. Although 
the Reagan administration is opposed to 
exchange-market intervention, it briefly 
took this course in 1983. The results were 
next to useless. Ad hoc intervention is 
intellectually threadbare, administrative- 
ly weak and often loses money. 

The second approach is much more 
formal, and is best illustrated by the 
European Monetary System (EMS). Its 
member currencies can fluctuate against 
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each other within defined limits; to keep 
inside them, central banks have to inter- 
vene and, more important, the govern- 
ment whose currency is under downward 
pressure has to take fiscal and/or mone- 
tary action to protect it. Only when all 
these efforts have been made and failed 
does the EMS allow a change in parities. 
The EMS is dominated by the D-mark, 
partly because sterling—the other widely- 
traded EEC currency—has never been 
part of the exchange-rate arrangements 
(though Britain u to the uir). as a 
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THE BEST WAY 
TO REACH ITALY. 


Banco di Roma is the best way to reach the Italian 
business community. Our expert staff can imme- 
diately help you solve any problems you may have 
wherever they arise. 

All our services are backed by 100 years of expe- 
rience and by a reputation of which we at Banco di 
Roma are justly proud. 

As both a national and international organiza- 
tion, Banco di Roma is deeply involved in Italian 
import and export activity, using the most sophisti- 
cated financial techniques: currency and interest 
rate swaps, short and long-term ECU financing, 
floating rate note issues for international borrowers. 
The bank is also at your service as an adviser for 
foreign investments in Italy. 

From the financing of important projects to the 
solution of short-term cash flow problems, Banco di 
Roma has the key to all of these. 

And when you deal with Banco di Roma, you 
receive more than just the services of a great inter- 
national bank, you get the warm and open-hearted 
touch of Italy. 


S$ BANCO DI ROMA 


ONE OF THE GREAT INTERNATIONAL BANKS, 


HEAD OFFICE: Via del Corso, 307 - 00186 ROME (italy) 
telephone: 67001 
INTERNATIONAL BRANCHES: Barcelona - Beirut - Chicago - 
Hong Kong - Istanbul - Izmir - London - New York - 
San Francisco - Saida - Tripoli (Lebanon) 
INTERNATIONAL PARTNERS: BANCO HISPANO AMERICANO 
COMMERZBANK CREDIT LYONNAIS 
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Hints of convergence 
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whole). The Bundesbank is therefore the 
EMS's linchpin. A reluctant one, too, 
even though the then West German chan- 
cellor, Mr Helmut Schmidt, was one of 
the three architects of the EMS. The 
Bundesbank is still inclined to regard 
other European governments as feckless 
spendthrifts, saved from their inflationary 
fate only by the discipline of the Bundes- 
bank. (For some details of that formida- 
ble institution, see the box on the next 
page.) | 

Despite the Bundesbank's coolness, 
the EMS has been more effective than 
early sceptics expected. It is more solid 
than its predecessor, the snake, largely 
because of its emphasis on changing do- 
mestic.policies to influence exchange 
rates. It is starting to bring some conver- 
gence in the policies and performance of 
its members (see chart 6). The Mitterrand 
government's U-turn in 1983 was largely 
dictated by its determination to avoid a 
fourth devaluation of the franc. 

The convergence of policies has sur- 
prised most currency buffs. After seven 
realignments in the first four years of its 
life, the EMS has now maintained its 
parities for 18 months. Ironically, the 
franc may have been spared another 
devaluation by one of Mr Mitterrand's 
bétes noires—the strong dollar. When the 
dollar weakens, money flows dispropor- 
tionately into D-marks and puts EMS 
parities under strain. 

Europe's industrialists are pretty 
pleased with the EMS. It gives them some 
certainty about exchange rates; more im- 
portant, its realignments have all been in 
the "right" direction. They correct a 
country's loss of competitiveness by de- 
preciating its exchange rate—a vital safe- 
ty valve against protectionism in an EEC 
whose members compete against each 
other largely on the basis of labour costs. 

The third way for central banks to stop 
currencies overshooting is by some limit- 
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ed co-ordination of their monetary poli- 
cies. Their best tutor would be Professor 
Ronald McKinnon of Stanford Universi- 
ty, whose scheme has strong intellectual 
roots but simple policy implications. Mr 
McKinnon argues that the demand for 
money has become just as international as 
the demand for goods. It therefore makes 
no sense for, say, the Fed to supply 
dollars only according to domestic de- 
mand; when IBM is deciding how many 
computers to make, it does not ignore its 
export market. 

Central bankers, says Mr McKinnon, 
should take their cue from exchange 
rates. If their currency's rate is falling, 
they should reduce monetary growth; if it 
is rising, they should speed it up. This 
carries the obvious risk that every central 
bank would boost monetary growth rap- 
idly, pointing to its stable exchange rate 
as proof that it was not pumping in too 
much money. Mr McKinnon therefore 
wants a limit to the combined monetary 
growth of the three largest economies, 
America, Japan and West Germany. 
Others would adopt this same restraint 
indirectly, by maintaining their exchange 
rates against one of the big three. 


Guardians of the system 


| 
Financial health requires some banks to go bust, but the banking system to - 


prosper. 


Central bankers are not particularly 
squeamish, but they blanch at the thought 
of blood in the banks. Everybody knows 
that a bank could not repay its depositors 
if they all asked for their money back at 
once. Everybody also knows that banks 
lend to each other, often heavily, so that 
trouble in one may mean trouble for all. 
The risk of a lot of blood is therefore far 
greater in banking than other businesses, 
which might suggest that no bank should 


48 

The central banks of the big three 
would share out the total monetary. 
growth on the basis of movements in their 
exchange rates. If they thought the dollar 
was too high against the yen, and was. 
therefore arousing American protect: n= 
ists, the Fed would speed its monetary 
expansion while the Bank of Japan reined 
back. To those who fear that a looser Fed 
would trigger faster inflation in America, 
Mr McKinnon has a ready answer: H s 
research shows that American inflation is. 
more closely connected to earlier mone- 
tary growth in the big three together than 
in America alone. b. 

The McKinnon scheme is one of 3 
few attempts to bring policymakers 0 
terms with the global financial market. It 
is squarely in the anti-inflationary p 
that the markets have forced go m- 
ments to occupy. And it offers a remedy 
for the injury that modern finance will 
otherwise inflict on the “real economy" . 
of trade, investment and jobs. Until cen. 
tral bankers adopt the McKinnon 
scheme, their monetary policies will lack - 
conviction; and protectionists, shouting - 
"unfair" at every open market, will grad- - 
ually strangle free trade. ; 


mD 
d 


be allowed to suffer even the smallest ۱ 
graze. 

Such cossetting would do more harm - 
than good. Bankers would be excused the — 
consequences of any folly—and therefore ۱ 
tempted to try it. Logic would require the — 
banks to be nationalised, since private- - 
sector rewards are only justified by pri- | 
vate-sector risks, including the risk of 
going bust. But bankers would then pur- _ 
sue still wilder follies (or become thor- ` 
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German central bankers know more 
than most about inflation—starting it 
and stopping it. The Reichsbank, set up 
n 1876, presided over one of the fastest 
wyperinflations ever: in the closing 
nont 1 of 1923, prices in Germany were 
loubling every hour. Older Germans 
well remember going off to the baker 
with wheelbarrows of notes; younger 
Germans are not allowed to forget. 

The horror of wheelbarrow inflation is 
not the only moral that Germans have 
lrawr from the 1920s. As the Reichs- 
bank had been supervised by five trust- 
ees, headed by the German chancellor, it 
nad no power to resist the government's 
i ambitions. So when the 

system was revamped in 1924, 

he Reichsbank was made independent 
of the government. Until 1930 half of its 
governing council were foreigners, rep- 
resenting the Allied powers and there to 
oversee reparation payments. ۰ 
When Hitler took power in 1933, he 
began reducing the Reichsbank’s inde- 
pendence. By 1937, he had taken com- 
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lete control, and the Reichsbank was 
ick in the business of inflationary fi- 
iance. Its senior directors warned Hitler 
of the danger—and were dismissed. 
T Bor oe Hjalmar Schacht, who 

ad been largely responsible for stopping 
he 1923 hyperinflation, and two men 
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who were to become presidents of the 


> 


postwar central bank. 


` Their warnings proved right. By 1948, 
for the second time in a quarter of a 
century, the Reichsmark was worthless. 


"The allies then reformed the currency 
and introduced a central banking system 
on the lines of America’s Federal Re- 
Lander was set up in March, 1948, as a 


` This two-tier structure was abolished 


came regional offices of the Bundes- 
bank, and are responsible for the 200 or 
so branches of the Bundesbank around 
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he Bundesbank Act of 1957 is à re- 


Y 
markable document. It imposes certain 
humdrum duties on the Bundesbank 
which central banks in other countries 
also have to perform—issuing notes, 
collecting statistics, etc. But two sections 
stand out: 

@ "The Deutsche Bundesbank shall 
regulate the amount of money in circula- 
tion and of credit supplied to the econ- 
` omy... with the aim of safeguarding 

the currency...” 

` @ “Inexercising the power conferred on 
. it by this act, it (the Bundesbank) shall 
_ be independent of instructions from the 
74 
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federal government." 

The act does state that the Bundes- 
bank "shall be required to support the 
general economic policy of the federal 
government", but also says that this 
should be "without prejudice to the 
performance of its functions". In short, 
the Bundesbank is free to use monetary 
policy to prevent inflation. 

It has not succeeded, of course, but it 
has done much better than most other 
industrial countries. Since 1957, consum- 
er prices in West Germany have risen by 
a total of 162% (averaging 3.6% a year), 
compared with 336% (5.6% a year) for 
all OECD countries. As the chart shows, 
only Switzerland has got near to it. And 
if "safeguarding the currency" is taken 
to mean its external exchange rate, the 
Bundesbank's record has also been 
good. The D-mark's trade-weighted val- 
ue has risen by 57% since the Smithsoni- 


Nominal trade -weighted exchange rates 
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Morgan Guaranty June 
an agreement in 1971, just before cur- 
rencies started floating. 

The Bundesbank takes its role as 
guardian of the currency extremely seri- 
ously. To celebrate the thirtieth anniver- 
sary of the creation of the D-mark, it 
organised a gathering in 1978. In the 
suitably reverential setting of a Frankfurt 
church, mammon paid homage to one of 
its stablest currencies. 


Picking the guardians 

As the Bundesbank has such freedom of 
action, the system for choosing its top 
people assumes real significance. Its 
main policy-making body is the central 
bank council, which has up to 21 mem- 
bers: (a) the Bundesbank’s directorate, 
consisting of the president and vice- 
president and up to eight others. These 
10 are chosen the federal govern- 


ment, each for an irrevocable term of up _ 


to eight years; (b) the 11 presidents of 
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the Land central banks, who are chosen 
by the Bundesrat, the parliament repre- 
senting all the Lander. 

The current president of the Bundes- 
bank is Mr Karl Otto Pöhl, who took 


over the post at the beginning of 1980. 


Mr Pohl started his career as a journalist, 
before joining the finance ministry in 
Bonn. He became an under-secretary 
and was then appointed vice-president of 
the Bundesbank in 1977 under Mr Ot- 
mar Emminger. The current vice presi- 
dent, Mr Helmut Schlesinger, is a mone- 
tary economist who provides much of the 
intellectual weight for the Bundesbank's 
policies. 

The Bundesbank's headquarters are 
just outside Frankfurt, a large, undistin- 
guished building that could be mistaken 
for a hospital if it was not clearly sign- 
posted from the motorway. The central 
bank council meets there every two 
weeks, usually on Thursday, and reviews 
the whole range of monetary questions. 
It then announces any changes in the 


Consumer prices 





1957 60 


Bundesbank's discount rate and lombard 


rate (the rate it charges financial institu- 
tions for short-term loans that it makes 
them against the collateral of certain 
securities). 

Although the Bundesbank is primarily 
concerned with monetary policy, its in- 
terests range far wider than that. It uses 
its annual report to analyse develop- 


ments throughout the West German 


economy, and many international issues 
as well. It also publishes a monthly 
report (with an English translation avail- 
able only four weeks later: how many 
Anglophone central banks provide for- _ 
eign-language translations?) which con- 
tains a variety of longish articles. The 
May issue, for example, looked at securi- 
ty ownership in 1983; the finances of the 
Lander government; and monetary com- 
pensatory amounts in the EEC’s agricul- 
tural policy. Not everybody's cup of tea, 
of course, but undeniably worthy. 
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oughly inefficient) because the public 
purse would open to their touch. 

This dilemma can be managed, but 
never solved. The managers need to draw 
a line between protecting the financial 
system as a whole and protecting every 
crooked or incompetent banker. But if 
they draw the line too clearly, they reas- 
sure the incompetents; a bit of uncertain- 
ty is a useful spur to prudence. 

Good central bankers ponder these 
questions, usually in private. They know 
that the surest monetary touch and the 
wisest exchange-rate schemes would 
count for nothing if the financial system 
crumbled. They must therefore provide 
several lines of defence against that hap- 
pening: (a) supervise the banks to ensure 
prudence; if that fails, then (b) persuade 
depositors that their money is safer in 
banks than under mattresses; and if that 
does not work, then (c) bail out the whole 
system. Since this sequence is not as clear 
cut as it sounds, it would seem sensible 
for central banks to be involved at each 
Stage. Not all of them are. 


The supervisors 

Responsibility for bank supervision varies 
a lot. In Britain, Italy, Holland and 
Ireland, the central bank is in charge. 
France has a separate body, the banking 
control commission, but the governor of 
the Bank of France is its chairman. Cana- 
da's inspector general of banks is part of 
the treasury. West Germany has an inde- 
pendent banking supervisory authority. 
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Belgium's banking commission is also 
independent of the central bank, though 
the present bank governor, Mr Jean Go- 
deaux, was previously head of the 
commission. 

The United States fragments its super- 
visory powers more than any other 
country: 

Q The comptroller of the currency super- 
vises banks with a national charter, some 
4,600 in all at the end of 1982. It is the 
oldest banking watchdog and is formally 


Order out of chaos? Regulation of banks and their holding companies u 
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No supervisors and no insurers for the South Sea Bubble 





part of the treasury. 

@ The bank departments of individual 
state governments license and regulate 
state banks—9,250 of them at end-1982. 
@ The Federal Reserve acquired regula- 
tory powers when banks started to form 
holding companies to get round the rules 
set by the states and the comptroller of 
the currency. From only a handful 25 
years ago, the number of bank holding 
companies had risen to 5,300 by the end 
of last year. 

@ The Federal Deposit Insurance Cor- 
poration has certain watchdog powers 
that go with its job of insuring deposits 
(more on this shortly). 

A full list of regulators would also 
include the securities and exchange com- 
mission (SEC); the Federal Home Loan 
Bank Board, which oversees the savings 
and loans associations, and its insurance 
arm; and the justice department, not least 
because of its role in prosecuting 
fraudsters. 

To try to simplify this mishmash, a 
taskforce under the vice-president, 
George Bush, has proposed several 
changes (see chart 7). It wants to upgrade 
the comptroller of the currency into a new 
federal banking agency, which would 
take over the Fed’s involvement with 
nationally chartered banks. The Fed 
would have sole responsibility for large 
bank-holding companies—those with 
more than 0.575 of all American banks' 
assets—and banks with overseas 
branches. These changes stand a chance 
of passing into law in the next year or two, 
but they have been complicated by the 
wider debate on financial deregulation 
and what new services banks should be 
allowed to offer. 

In most countries, bank supervisors 
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Sumitomo Trust Can Make 
the ¥ Work Harder 
for You 






Sumitomo Trust, one of Japan’s leading harder for them because it has (1) a supe- 
trust banks, has been involved in overseas rior capacity for raising long-term yen funds, 
financing activities for more than 14 years. (2) long experience in financing major pro- 
With total employable funds of ¥11 tril- jects, (3) a status as one of Japan’s largest 
lion (US$52 billion), Sumitomo has been institutional investors, and (4) a wider range 
moving rapidly to expand these activities, of services (due to its nature as a trust bank) 
and now ranks among top banks in the than other Japanese financial institutions. 
world as lead manager of overseas If you're in the market for yen financing, 
yen-denominated syndicated loans. come to the Bank that can make the 
Clients everywhere have discovered that yen work harder for you — harder 
Sumitomo Trust can make the yen work than it ever has before. 


Sumitomo Trust 
& Banking Co,Ltd. 


international Dept, International! Finance Dept., and International Treasury Dept.: 3-1, Yaesu 2-chome, Chuo-ku, Tokyo, Japan Phone: 03-278-3131 Telex: 28631, 25949 
Overseas Network: London, New York, Los Angeles, Singapore, Cayman, Frankturt, Bahrain, Sydney, São Paulo, Jakarta, Toronto, Beijing, Hong Kong, Zurich 





Korea Exchange Bank isn’t just Korean. 
It’s international. 


Being long regarded as the hallmark 
of Korean financial leadership, we 
are now Offering our services through 
50 overseas offices around the world. 


We are a bank large enough to 
meet your financial services, yet 
flexible enough to provide detailed 
solutions to specific problems. 


When you need an international in 
bank staffed with financial experts qr | 
who can provide you with up-to- TT 
date financial information, you 
need Korea Exchange Bank, 
Korea's largest banking institution. 









“Meeting the Banking Needs 
of the Seoul 1988 Olympiad" 


KOREA $E EXCHANGE BANK 


— KOREA’S LEADING BANK — 


Head Office: C.P.O. Box 2924 Seoul Telex No: ۷۵4244, ۷۵4245, K27237, K27254 Cable Address: KOEXBANK SEOUL Tel.: 771-46 

Overseas: New York, Broadway, Los Angeles, Chicago, Seattle, Panama, Houston, Mexico City, Caracas. Sao Paulo, London, Paris, Frankfurt, Hamburg, Amsterdam 

Zurich, Brussels, Vienna, Stockholm, Madrid, Bahrain, Teheran, Nairobi, Tokyo, Osaka, Fukuoka, Hong Kong, Kowloon, Singapore, Manila, Kuala Lumpur, Jakarta, Bangkok, Sydney 
Subsidiaries: California Korea Bank Los Angeles, KEB (Asia) Finance Ltd Hong Kong, Korea Exchange Bank of Canada Toronto, Cairo Far East Bank S.A.E. Cairo Lobi Bank of Nigeria Ltd 
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through Burgan Bank 


There are two main reasons why 
Burgan Bank - one of the largest in 
Kuwait -can help international 
companies, as well as banks and other 
financial institutions, who wish to do 
business there. 

Not only do we have unsurpassed 
local knowledge and expertise, we also 
have a significant presence in inter- 
national financial markets and so 
understand the needs of companies 
seeking to trade in Kuwait. 

As a full commercial bank we supply 
financial services for a wide range of 
local activities. These include financing 
imports to the sophisticated Kuwait 


market; supporting many major 
construction projects; and participating 
in other ways of developing the 
country's infrastructure, such as petro- 
chemical and other process plants. 

If you have business interests in 
Kuwait, we can help. Our financial 
strength, stability, commitment, 
imaginative approach and local know- 
ledge can all combine to make your 
business ideas a financial success. 


eJ. on ان‎ “a £ is 
۰ BURGAN BANK sax. 


Where better banking begins 


P.O. Box 5389 Safat, Kuwait. Tel: 417100/9. Telex: 23309 BURGAN KT 





From The Citi of Tomorrow: .CitiBanking today. 





How much to invest? Where to invest? When to 
invest? The right information at the right time can 
make a crucial difference to your company. The 
difference between investment success and failure, 
profit and loss. 

CitiBanking gives you that information. Accurately, 
reliably, electronically. In seconds, you can get current 
money market rates. Up-to-the-minute foreign ex- 
change summaries and exposure analyses. Cash avail- 
ability analyses. And more. All with remarkable ease. 

Only CitiBanking gives you real-time access to 
your accounts in over 33 countries—for information 
and transactions. 

CitiBanking gives you unmatched security, too. 
Because you communicate with Citibank offices _ 
around the world through our own private financial 
telecommunications network. 

To find out how your company can benefit from 
the worlds most advanced electronically delivered 
financial services, call your local Citibank Account 
Manager. You'll get the services you need to make the 
most of your company’s money, day after day. 
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ade financing packages 
" made to measure. 


Bavaria, our home, has along tra- e Professional documentation and 
dition in international trade, and from rapid payment transfers (SW.LET) 
this base we have built our reputation e Export-import financing packages 
as foreign trade banking experts. e Client-oriented foreign exchange 

We are one of the largest universal operations 
banks in West Germany, and appreci- e Advice on seeking new trading 
ated for our flexibility and friendliness. partners 





And we know our market well. e Easy access to foreign markets 
This professional experience through our international presence 

guarantees you the best possible and connections. 

service and advice. Get in touch and put one of Ger- 
Our full range of modern facilities many's top universal banks to work 

includes: for you. 


9 Bayerische Landesbank 


international Banking with Bavarian Drive and Friendliness 


Central Office: Brienner Strasse 20, 8000 München 2, Tel. (89) 2171-01, Telex: 5 286 270, Cables: Bayembank Munich, Branches: London, Tel.. 726-6022; New York, Tel. 310-9800: Singapore, Tel 
2 2269 25. Subsidiary: Bayerische Landesbank International S. A., Luxembourg, Tel: 47 59 11-1. Representative Offices: Toronto, Tel 862-8840: Vienna, fel 66 31 41; Johannesburg, Tel: 8 38 18 13. 
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will agree that one of their main tasks is 
spotting early signs of financial weakness. 
Ask them what that means in detail, and 
they give dozens of different replies. 
Some have taken number-crunching to 
great lengths. For example, America’s 
bank regulators use a rating system 
known as Camel (capital, asset quality, 
management, earnings and liquidity) 
which has up to 52 ratios in it. Other 
supervisors tend to be more impressionis- 
tic, placing greater store on personal 
contact with senior bankers. The Bank of 
England used to stress its clubby ap- 
proach, but has become more quantita- 
tive and statutory in recent years. (The 
box on the next page has details about the 
Bank's history and organisation.) 
Supervisors tend to pay particular at- 
tention to three aspects of a bank's bal- 
ance sheet and performance: 
@ Its capital. In some countries banks 


WE have to keep their capital up to, say, 10% 


of their assets. However, supervisors of- 
ten apply different ratios to different 
kinds of assets depending on their risk. In 
France loans to the French public sector 
do not have to be backed by capital, in 
Switzerland investment in property car- 
ries a capital ratio of 30% , and so on. 
@ Its liquidity. To avoid any mismatch of 
liabilities and assets, some supervisors 
specify how much a bank should keep 
aside to meet its short-term obligations. 
In Holland, for example, 20% of net 
liabilities falling due within two years 
have to be covered by liquid assets. 
Q The distribution of its portfolio. Most 
countries set a ceiling on how much a 
bank can lend to a single customer. It 
varies widely, from America (1095 of a 
bank's capital) to Italy (100%); Canada 
does not lay down any limits. 
No supervisory method is infallible, of 
course, which is why watchdogs are often 
۲ keen for the public to keep a close eye on 
the banks. The present comptroller of the 
currency in America, Mr Todd Conover, 
wants banks to disclose more details 
about their operations. In principle this 
makes sense, but not if it means just more 
frequent disclosure. American banks al- 
ready produce quarterly accounts, whose 
main effect has been to emphasise short- 
term fizz at the expense of longer-term 
judgment. If a bank needs to raise more 
equity—as many do—it has to turn in 
several “good” quarterly results to boost 
its share price. Without that pressure, 
banks would have been freer to write off 
more bad debts, or negotiate longer-term 
compromises with their debtors. 


The insurers 

Suppose a bank is turning sour: its man- 
agers know it, the supervisors know it, 
and the stockmarket has halved its share 
price in three months. What stops this 
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American bank failures 1946-1983 





Year Number of banks 
closed per year 

1946-1950 5.0 

1951-1955 4.6 

1956-1960 4.0 

1961-1965 6.6 

1966-1970 6.4 

1971-1975 6.8 

1976-1980 9.8 

1981-1983 33.3 

1981 10 

1982 42 

1983 48 

Source: FDIC 


business failure turning to financial panic 
is the calmness of the bank's depositors. 
But they will stay calm for only one 
reason: even if the bank closes its doors, 
they will still get their money back. 

That was the conclusion Americans 
drew from the financial panics in the early 
1930s, when half of their banks failed in 
three years, 4,000 of them in 1933 alone. 
Within a year, congress had established 
the Federal Deposit Insurance Corpora- 
tion (FDIC). Professors Milton Friedman 
and Anna Schwartz called it “the most 
important structural change in the bank- 
ing system to result from the 1933 panic 
and . . . the structural change most con- 
ducive to monetary policy since . . . im- 
mediately after the Civil War". Since the 
second world war, the number of bank 
closures in America has dropped to a few 
a year, though it has increased considera- 
bly in recent years (see table). Today 
more than a dozen countries have 
schemes for insuring deposits. 

The attractions of insurance include: 

6 Discrimination. It aims to save deposi- 
tors, but not shareholders and managers. 
Loose talk of a bank being “bailed out" 
usually implies that incompetent people 
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CENTRAL BANKING SURVEY 4 
have got off scot-free, which is what 
governments ought to avoid. When Mr 
Arthur Burns was chairman of the Fee 
he was asked by a banker how he 5 ild 
react if the bank got in real trouble. 
“Ah”, replied Mr Burns, “I would discuss _ 
that problem with your successor”. L 


@ Cheapness. Deposit insurance may 
not cost the government a bean. Banks. 














an annual premium, set as a small fraction ` 
of 1% of their deposits. Argentina anc 
Spain are exceptions: their central banks 
contribute part of the cost. 

Strong though the case is in principle, 
any scheme for insuring deposits still begs 
the question of who is covered and for 
how much. Insured depositors are gener- 
ally lazy depositors. They do not provide 
the market check on bankers that supervi- 
sors want to encourage. So official insur- ^ 
ers have tended to favour the smaller _ 
depositors while facing the bigger ones. 
with the possibility of losses. Britain's _ 
deposit-protection scheme guarantees 
75% of the value of deposits up to _ 
£10,000 ($13,000), and America's FDIC i 
sets a cut-off point of $100,000. Besides, _ 
the insurers argued, even 100% protec- 
tion for everybody might not stop deposi- _ 
tors from fleeing a particular bank if they | 
knew they would face delay and hassle 
before getting their cash back. : 

These are arguments to set a seminar 
thinking. They are not what has governed 
deposit insurance in practice. Turkey has 
what might be called a “plan without a 
scheme": after a bank goes bust, others _ 
have to pay a levy of whatever is needed — 
to repay depositors. When seconda 
banks failed in Britain in 1973-74, the 
Bank of England "persuaded" the clear- 
ing banks and a few associated financial | 
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Continental Illinois was not as safe as it looked 
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nal phase of America's negotia- 

Is to free its diplomats held hostage in 

Iran had a particularly awkward corner. 
The mullahs insisted that Iran's financial 
assets held abroad, most of which had 


been frozen by. President Carter in No- 
vember, 1979, should be released before. government. 


. the hostages were. The job of Mr Fixit — 


ould have been relished by any interna- 
onal bureaucrat from the IMF, the BIS 


proach to policing the banking 


“system in what is one of the world's three 


‘capitals. International commit- - 
seem to like their chairmen to come- 
the Bank: Mr Jeremy Morse for the 


F's committee of 20 in the early 
1970s, Mr Peter Cooke for the BIS group 
. On banking supervision today. The 
Bank's vaults contain gold held on behalf 
of more than a dozen countries. 
- As reputations take time to build, the 
Bank has had a head start. It was found- 
ed in 1694, which makes it the second 


3 . oldest central bank; Sweden's Rijsbank 


. Was set up in 1668. The Bank was 

Originally created by wealthy men to 
lend money to William III for his war 
against France. For 250 years it was 
formally a private bank, though more 
and more of its powers and duties were 
laid down by parliament. Even an eigh- 

--teenth-century prime minister, Lord 
North, believed that the Bank was “from 
long habit and usage of many years 
. . . part of the constitution”. ۱ 

. The Bank's nationalisation in 1946 was 

. one of several passed by the 1945-5] 
. Labour government, and was in part 


E I . inspired by the memory of the Bank's 
_ stubbornness towards the first Labour 


- government in the 1920s. ("Nobody told 

us we could do that", lamented a Labour 
party veteran, Beatrice Webb, when 
Britain finally went off the gold standard 
. An 1931 after years when the Labour 
|^, government had been deflating to try to 

. preserve the link.) In the months before 
nationalisation, nobody in the Bank or 
_ the government tried to produce a coher- 
ent guide to what a new-look Bank 


.. ment departments. - "wu TUNE. 
In practice, relations between Bank 


and treasury are complicated and shift- 
ing, largely because the Bank has a dual 
role. Certainly, it represents Whitehall 
in the City; but it also represents the City 
in Whitehall, retailing the hopes and 


"fears of private moneymen to the 


The Bank has. always prided itself on 


“its close relations with the City. Just 

being there, in the heart of the City, 

gives it certain advantages: “If I want to. 
talk to the representatives of the British. 
banks, or indeed of the financial commu- 
nity”, said the governor in 1957, “we can 
usually get together in one room in about. 
-half an hour." As the financial markets 
are deeper and wider in Britain than in _ 
_ "almost any other country, the Bank's. 
. derived. authority is correspondingly - 
large. When it says that the markets. 


would be upset. by such-and-such 4 gov- 
ernment policy, at the very least the 
treasury will think again. | "- 


..— On monetary policy, for example, the 
Bank formally has operational discre- 


tion—when to issue new government 
stock, change interest rates in the bill 
market, etc. These decisions are geared 
to an overall monetary strategy that is 
formally chosen by the treasury. But the 
distinction between strategy and tactics, 
though intellectually pleasing, does not 
mean much. The Bank can greatly influ- 
ence the choice of monetary targets; the 
treasury can dictate day-to-day opera- 
tions, at least for a spell. - 

Sometimes the Bank can go farther, 
dominating strategic issues for months 


on end. Take the example of competi- 


tion and credit control, the new mone- 
tary regime introduced in September, 
1971. Its basic philosophy was laisser- 


faire—ending the interest-rate cartel op- 
erated by the clearing banks, allowing 


rates to be set in the market. It was seen 
as embodying the free-market views of 
the Conservative government (before 


Mr Edward Heath did his celebrated U- 


turn).. Yet one senior treasury official 
disagrees: "Competition and credit con- 
trol was 70% the Bank, 25% the trea- 
sury, 5% the politicians."'* 

_ If that view is even half-right, the 
Bank has a powerful strategic role of its 
own. Yet its philosophy is often hard to 
categorise, even in Mrs Thatcher's sup- 


 posedly unpragmatic Britain. When he 


was governor, Mr Gordon (now Lord) 
Richardson talked of "practical mone- 
tarism'"—and by that he did not mean 
the practice of theoretical monetarism. 
The Bank's chief adviser on monetary 


policy, Mr Charles Goodhart, has coined | 


Goodhart's law—any measure of the 


. money supply will start behaving differ- 
ently (and therefore unreliably) as soon 


| As it becomes a policy target. And Mr- 


*Quoted in The Politics of Banking, by 
Michael Moran, published by Macmillan. 


come to regard econometric 
some caution. It is almost 

are more likely to chang 
stable. In addition, there is no. su 
the econometrics of M1. There a 
as with other aggregates. The 
ent messages, and all are vul 
upset by fresh research on the sa 


The parlours of power 

Whatever the Bank's. rel 

Whitehall, within the Bank th 

is boss. He is appointed 

the advice of the prime mi 

five-year term that can be r 

Robin Leigh-Pemberton too 

job in July, 1983, from Lor 

The appointment 3 

some opposition politic 

that Mr Leigh-Pembert 

Tory loyalist. Some City fo 

whether he had the right ex; 
others queried his jud 

international debt crisis is c 

then, Mr Leigh-Pemberto 

his words more carefully, but n 

afraid to break new ground. Whi 


paid much more than th 
secretary at the trea 
of £82,000 ($106,0€ 
with the £50,470 that now 
treasury 5 top man. ^. 
The governor presides over 
directors that meets once a v 
no real power and is deni 
sensitive information, bu 
keep the Bank in touch w 
deputy, the court consis 
tive directors and 12 outsidi 
ed for renewable terms of fo 
are men and always. have 
outsiders include one trade uni 
and (a recent trend) more ind 
than City folk. —— 7 
Academics occasionally 
court. Maynard Keynes was a men 
the 1940s; today the sole acad 
Professor Brian Griffith: 
University, a leading monetaris 
in the stately world of T 
Street, times change. 
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| stitutions to bail out all depositors. In 
United States, most of the FDIC's 
scues have involved merging the failed 
ink into a bigger one, so ensuring that 
۱ I depositors are repaid. 
expedient proved impossible when 
Continental Illinois was rescued. The 
eighth largest bank in America was too 
9 ig and had grown too ugly to attract any 
Ji non. It was also home to many large 
iccounts. A year earlier, the FDIC had 
es timated that 80% of all the accounts in 
g money-centre banks like Continental 
> uninsured. 
In an attempt to keep these depositors 
al to Continental Illinois, the FDIC 
۷۵۱۷60 its $100,000 limit: all depositors 
ke e guaranteed 100% of their cash. That 
move caused a rumpus, and may yet 
ir volve the FDIC in litigation by deposi- 
tors in other banks who were only insured 
up to $100,000. For example, the Penn 
Square bankruptcy in 1982 was played by 
the FDIC's rules, and big depositors are 
getting only 65% of their claims. 
1 the FDIC's sudden switch was in- 
tended to save Continental Illinois, it 
failed. But it was surely also meant to 
calm the big depositors in other banks 
that were the subject of scary gossip. It 
worked; they stayed put. 

In theory, the story of bank supervision 
could end here: any badly run banks that 
escape the watchdog's scrutiny go bust, 
th B depositors are insured. Those coun- 
tr ies with separate supervisory and insur- 
ance bodies would be right not to tarnish 
t ir central banks with low-grade sleuth- 
ng and collecting insurance premiums. 
teality is different; in any case bigger 
han the Bank of Boot Hill, the central 
bank has had to get its hands dirty. 


he lenders 

fextbooks on banking usually list the 
esponsibilities of central banks, and ev- 
ry one includes “lender of last resort". 
he section that follows is imprecise, and 
every student concludes that it is entirely 
right for central bankers to perform this 
vital role but, please God, could they 
ive a clearer idea of what it means than 
fessor what's-his-name. 

` The truth is that the notion of lender of 
last resort has not developed much since a 
rmer editor of this newspaper offered 
this advice in 1873: 

` Lend freely, boldly, and so that the public 
. may feel you mean to go on lending. To lend 
` a great deal, and yet not give the public 
` confidence that you will lend sufficiently and 
` effectually, is the worst of all policies. 


When we repeated Walter Bagehot's ad- 
vice in May of this year, within a week the 
vice-chairman of the Fed said that his 
policy was to “lend, lend boldly and go on 
lending". which goes to show the value of 
recycling old sermons. 
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Secondary banks got a hand from Threadneedle Street 


In fact Bagehot was careful to say that 
the central bank should provide liquidity 
to a troubled bank only in return for good 
collateral, and only on “onerous terms". 
A bank whose sole assets consisted of 
loans to the Hot Ice company of the 
Cayman Islands should be turned away 
and allowed to fail. 

The other requirement of wise lending 
of last resort is that it should not be 
inflationary. The central bank is provid- 
ing a troubled commercial bank with 
extra reserves (and in the old days with 
loads of notes). It can offset this increase 
by simultaneously draining reserves from 
the rest of the system, or by withdrawing 
its support for the troubled bank as soon 
as confidence is restored. Over a three- or 
six-month period, monetary growth 
would then be no faster than normal. 

On the other hand, a central bank’s 
haste to unwind its assistance may aggra- 
vate a tendency to excessive monetary 
restraint. A run on one bank makes all 
the rest very cautious. They may shorten 
their customers’ credit lines, not renew 
maturing loans and make fewer new ones. 
On top of that, a bank in distress may be 
closed or anyway have its capital base 
reduced; if banks have to restrict their 
lending to some multiple of their capital, 
total bank loans will also shrink. It is not 
an historical fluke that most financial 
panics have been followed by recessions 
or slumps. As economies are now more 
dependent on credit than ever, the risk of 
a financially induced slump is correspond- 
ingly greater. 

How far have central banks had to goin 
acting as lender of last resort? The ques- 
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tion is couched in textbook terms, but is 
frankly not very helpful. A more accurate 
description would cast central banks as 
guardians of the banking system, twisting 
an arm here, pumping in some money 
there, doing whatever seems best to cope 
with fast-changing circumstances. Take 
three examples—good, bad and 
indifferent: 

@ Britain's secondary banks. The rise 
and fall of secondary banks in the early 
1970s showed the flaws in Britain's super- 
visory system. The secondary banks were 
in theory the responsibility of a govern- 
ment department that knew too little 
about banking, and the Bank of England 
should have raised the alarm much earlier 
than it did. Once the assets of the second- 
ary banks collapsed—they were mainly 
lending to property companies—their de- 
positors took flight, and the banks were 
unable to pay them. Their demise was 
inevitable; properly supervised, few 
would have been allowed into the bank- 
ing business and their growth would have 
been much slower. 

Once the secondary banks started to 
collapse, the financial system was sup- 
ported effectively and comprehensively. 
It might have been salutary for some 
depositors to lose some money, but the 
Bank of England did not risk it. In 1974, 
with quadrupled oil prices and banks 
collapsing in the United States and West 
Germany, it reckoned that any hint of 
weakness in the City of London would be 
disastrous, and not just for Britain. So it 
launched the City's lifeboat, with itself 
and other financial institutions taking 
over the loans of the secondary banks. 
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BANKING GROUP 


713 BRANCHES OF THE 
“GROUP” IN ITALY 


MONTE DEI PASCHI DI SIENA 
Head Office in Siena 

Branch in NEW YORK 

Representative offices in 
FRANKFURT AM MAIN, LONDON, 
SAO PAULO, SINGAPORE 


MONTE DEI PASCHI GROUP 
Representative office in CAIRO 


MONTE DEI PASCHI DI SIENA 
the oldest Bank in the world founded in 1472 E 
BANCA TOSCANA H 
Florence - established in 1904 n 
CREDITO COMMERCIALE a 
Milan - established in 1907 E 


CREDITO LOMBARDO * 
Milan - established in 1920 E 


ITALIAN 1 


INTERNATIONAL BANK tua. r 
London - established in 1972 E 


AT YOUR SERVICE IN ITALY 
AND EVERYWHERE a 
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Benvenuto di Giwanni - Detail of a band-parnted wooden cover of a Tax Book af the city of Siena for the year 
1468 
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At ACB we make your 
you want it to b. 





Thinking of wider business horizons or simply 
the right business and financial connections 
worldwide? Get on to the nearest branch of ACB 
today. You'll find friendly and experienced staff 
who will promptly attend to you 





The Peoples Bank 


Helping. Advising. Directing you on how best to 
make your business more profitable 

Financing manufacturing businesses and all 
transactions. Tap ACB'Ss huge reservoir of 
reliable banking experience now 


And when you are abroad, you can count on the 


over 70 ACB Correspondent Banks and 
affiliates in all the five continents for advice and 
assistance. Take your next step to ACB today 
Make your business what you want it to be 


AFRICAN CONTINENTAL BANK LTD. 


Nigerian Head Office: 148. Broad Street, P M B 2466, Lagos, Nigeria 
Telephone. 661241, 662629, 664091. 664163 


London Office: 24 —28. Moorgate. London. EC2R5 DJ. Tel: 01—6287131 
Cable: Populihead. London EC2R6 DJ Telex: 884355 
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Around the world... 


With the passage of time, our services only get better. _ 
Our global network lets us serve you quickly, efficiently. — 
Whatever your banking need, ; 

choose Mitsui Trust. 


@ MITSUI TRUST 


THE MITSUI TRUST & BANKING CO LTD. 


Head Office: 1-1, Nihonbashi-Muromachi 2-chome, Chuo-ku, Tokyo, Japan. 
Tel: 03-270-9511 Telex: J26397 Cable Address: TRUSTMIT TOKYO 


London Branch: 99 Bishopsgate, London EC2M 3XD, U.K. "a 
Tel: 01-638-0841 Telex: 888679 MTRUST G Cable Address: TRUSTMIT LONDON 


Mitsui Trust Bank Europa S.A.: Avenue Louise, 287-Bte 5, 1050 Brussels, 
Belgium. Tel: 02—640- Telex: 64720 MITBK B Cable Address: MTRUST BANK 


New York Branch: One World Trade Center, Suite 2365. New York, N.Y. 10048 USA 
Tel: 212-938-2750 Telex: 222401 MBCO UR Cable Address: TRUSTMIT NEWYORK 


Singapore Branch 16-03, DBS Building, 6 Shenton Way, Singapore 0106, Republic ol Singapore. — 
Tei: 2208553 Telex: 23796 MITUITB RS Cable Address: MITUITRUST SINGAPORE 


Los Angeles Agency: Crocker Plaza Building, Suite 2650, 611 West Sixth Street. L A. A 
California 90017, U.S.A Tel: (213) 624-5201 Telex: 674849 MBCO LSA. Cable Address: TRUSTMIT LA 


Sao Paulo Representative Office: Avenida Paulista, 1274 Edificio Asahi 20 And, Cep-01310 
880 Paulo, S.P. Brazil. Tel: 289-7883 Telex: 1134499 ASAH BR 


Sydney Representative Office: 16th Level, CBA. Centre. 60 Margaret Street, Sydney NSW. 
2000, Australia Tel: 235-1139 Telex: 73067 MTBSYD AA 


Nordic (Copenhagen) Representative Office: NY Østergade 12, 1st Floor, 1101 Copenhagen _ 
K, Denmark Tel: (01) 135113 Telex: 19535 MTBCOP DK J 


Zurich Representative Office: Giárnischstrasse 34/36, 8002 Zurich. Switzerland 
Telephone: (01) 202-3930 Telex: 815858 MBCO 

Mitsui Trust Finance (Hong Kong) Limited: 15th Floor, Bank of Canton Building, 
6 Des Voeux Road, Central, Hong Kong. Tel: 5-211121 Telex: 63413 MTBHK HK 

Cable Address: MTRUSTFNHK 





. Tobankers and financial decision-makers 
who want tomorrow's news today ۰ 


The Economist Financial Report has established itself as an invaluable aid to senior bankers and 
| officials in over 70 countries. 3 





| Each fortnightly issue contains up to 30 items of news, comment, informed speculation and highly E 
| sophisticated analysis from around the world, much of it not available from any other source. i 
3 1 
۳ ۱ 
Currencies: What the big money-centre banks are forecasting for IMF, World Bank, OECD and Bank for International Settlements. 4 
۱ key exchange rates. Regular briefings on who's who in finance ministries and central 
Sovercign debt: News on debt reschedulings, and analysis of banks. N, 
۱ economies in trouble. International banking talk and rumour. ۱ 
Portfolio management: Surveys of the strategies of leading money Key Indicators: Every other issue contains a two-page supplement 
managers. of charts and comment on Eurocurrencies, commodities and stocks, 
Banking sh enor lg Moves by the authorities in the United States interest rates. money supply, exchange rates, inflation, savings, ۱ 
and around the globe. government expenditure and more. ۱ 


۱ International institutions: Behind-the-scenes dex clopments at the 
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Around the world 
in many places 





۱ | A National Bank operating 
Internationally with special expertise 
in International banking and finance 


A trusted name in the World of banking for 
over 3 decades. 


۳-2 TIT Par 


The premier commercial Bank of Pakistan — Sole 
agent of the Government for Pakistan's barter trade 
State Bank of Pakistan’s Agent for handling 
Government Receipt & Payment business — Net work 
of over 1400 domestic branches — Branches in all 
the financial centres of the world — Representing 
internationally Pakistan's finance and business, 

trade and industry. 


OVERSEAS BRANCHES: 

9 London — 9 other branches in U.K. 9 Frankfurt 9 Paris 
6 New York — 2 branches 9 Washington DC ® Chicago 

6 Nassau 9 Cairo 9 Bahrain 9 Tokyo @ Hong Kong 

4 branches 9 Representation at Beijing, People's Republic 
of China. 


€ Affiliates: Bank Al-Jazira — Saudi Arabia 
Head Office: Jeddah — 23 branches in Saudi Arabia 

۰ National Exchange Co. U.A.E. — 5 branches 
Managed by National Bank of Pakistan. 


National Bank وس‎ 
of Pakistan many lande 
for many years. 
Head Office: I.I. Chundrigar Road, Karachi. Pakistan. 


Telephone: 226781-10 Lines 226612-5 Lines. 
Telex: 23732, 23733, 8067, 2734 NBP PK 
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Icarus might have 
made it with 


real time information. 


As you get closer to your goal, conditions 
can change rapidly. So success means having 
the right information as it happens. That’s 
why Sumitomo Bank keeps you flying high 
in all climates by exclusive facilities such as 
on-line data between our many overseas 
offices and Tokyo. 

Extensive information networks and 
computerized services combined with our 
specialized advisors and sophisticated 
management are powerful Sumitomo 
resources we invite you to use. With an eye 
on the future, Sumitomo’s creative banking 
services and perspectives can do more for 
you. At the start. And at the bottom line. 


«ğ» SUMITOMO BANK 


3-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100, Japan 


THE ECONOMIST SEPTEMBER 22, 1984 








ie erue) have reached 
ut no ordinary depositors lost a 


ened by a bunch of amateurs and 







supervisory system was in due 


ole. | 
fest’ € ermany’ s. Herstatt- Bank. In 
ril, 1974, Mr Ivan Herstatt stated that 
the bank he had built up was producing 


*excellent results". Two months later, 
he Bundesbank closed it down. Herstatt 








DM2.2 billion ($840m). 
tatt affair revealed huge gaps 
Jermany's supervisory system, 
'ecause the Bundesbank had no 
nal supervisory role while the inde- 
pendent. bank regulators were slow to 
3 spot warning signs. Herstatt also showed 
~~ how a central bank can make things worse 
xd by. failing to act decisively. The Bundes- 
„bank first made light of. Herstatt's grow- 
ing difficulties, then tried to mount a 









; i rescue, then closed the bank at 10, 30am 


New York time. It thereby did maximum 
harm to its international reputation, since 
x many American banks had. foreign-ex- 
c change claims against Herstatt. 
By failing to rescue- Herstatt, the 
.. Bundesbank ensured big losses for scores 
. Of depositors. Although West German 
bankers raised a levy to pay out in full 
P thos : depositors with less than DM20,000 
_ ($7,600). with Herstatt, the rest had to 
he liquidator could grab.. In 
"they got between 45% (West 
“ome, Ger män institutions) and 6595 (private 
: creditors) of their claims. Some creditors 
did not stop there: a British merchant 
bank, Hill Samuel, took the Bundesbank. 
to court and won damages of more than 
DM 10m, plus costs. The court found that 
he Bundesbank had not exercised “due 
re" in its approach to Herstatt, 
Continental . Illinois. © Although the 
led the rescue of Continental Hli- 
e Fed was deeply involved from 
t. It went to the heart of the bank's 
ss, the interbank market, helping 
suade 28 commercial banks to pro- 
intinental Illinois with a credit line. 
w to $5.5 billion. It said it would 
xtraordinary. liquidity demands 














































y the Bank of Ent that 
e City's reputation for security, 


ventually enhanced; and Brit- 


rse transformed, giving the Bank of- 
nd more formal powers and a cen- 


of DM984m ($380m) and li- 


by ie oles and then lent it about | 


: months. While t the FDIC's leci- 


‘sion to guarantee all depositors caused . 


controversy, the Fed was throughout a 
steadying influence. 

That said, the saga of Continental Hi- 
nois proved messier and more intractable 
than the regulators had hoped. They were 
forced to nationalise the bank, which was 


no part-of their purpose. The FDIC has 
the right to 80% of the equity in Conti- 


nental Illinois, and the Fed is being repaid 
its loans only as and when the FDIC 
liquidates the bank’s "problem assets". 


. Perhaps all this was unavoidable— which 


goes to show that the costs of protecting 
the financial system rise disproportion- 
ately when a big bank is threatened. 


Goi ng international 


When commercial banking went international, central bankers: t had to 


scramble to catch up. 


The previous article treated the banking 
system as a series of national boxes, each 
supervised and supported by its own 
national authorities. Central banks used 
to behave like that. Had they gone on 
doing so, the system would by now have 
collapsed. One of its greatest threats 
comes from the way that money is lent 
and. deposited across national bound- 
aries, by and in banks of uncertain nation- 
ality. The much trumpeted debts of Latin 
America are part of this threat, but by no 
means all of it. 

The principal central banks were ini- 
tially slow to react to these new realities, 
but have since done some sensible things. 
They have broadened their domestic su- 
pervisory arrangements, giving them 
more international relevance, and collab- 
orated to fill some of the remaining gaps. 


They still have more to do—Banco Am- 


brosiano showed that—but are rightly 
ignoring the red herring of an internation- 
al lender of last resort. 

, Start with those domestic achieve- 
ments. Bank supervisors now take an 
active interest in the international lending 
of their banks, and particularly which 
countries it is going to. American regula- 
tors go farther than others in doing their 
own analysis of country risk: they put 
debtor nations into three categories, and 
ask tougher questions of banks that lend 
to the least creditworthy group. The Unit- 
ed States also treats all borrowers from 


the same country as a single entity, 
whereas some regulators still regard a 


loan to a government as being different to 
one to its nationalised steel industry. 
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best for confidence: all 
be part of central bank 
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The bigger task w 
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assessing country risk, they encourage . 


commercial banks to develop their own. 
In West Germany : and Belgium, auditors' 
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۱ _ As safe as the BIS 


a ~~, ALS 





Fish have their shoal, sheep their flock; 
if central bankers need a collective noun, 
it must surely be a basle. The nonde- 


script little town just inside the Swiss 


border has been a second home to cen- 


tral bankers since 1930 when the Bank 


- for International Settlements was set up 


= in an hotel off Basle's main square. 
— Today the BIS occupies a gold and glassy 


` tower that dominates the skyline. 


= ments were 


The BIS was created to arrange the 


. payment of war reparations from Ger- 
M many under the Young plan of 1930. 


Over the next 35 years, the arrange- 
suspended and later 


1 changed; for long spells, the BIS had 


little to do. But international bodies are 


- rarely disbanded, and the BIS took on 
= Other jobs. If it is less well known than 


` bodies like the IMF and the OECD, that 


is how the BIS likes it. Few central 
_ bankers are naturally garrulous, at least 
- in public; a former governor of the Bank 


of England was once nearly knocked 
down by a Basle tram as he scurried 
away from waiting journalists. 

The BIS is organised on lines that owe 
much to history. It had six official found- 
ing members—the central banks of Bel- 
gium, Britain, France, Germany, Italy 


and Japan. They have given it a strongly 


European flavour, especially after the 
Japanese gave up their founder status in 
1945. All the general managers have 
been Europeans (and most French). 

The United States is a BIS anomaly. It 
was also a founder member, but congress 


` disliked anything with the word interna- 


tional in its title and refused to let the 
Fed join. So the American shares were 
bought by private American banks and 
are now held by Citibank. The United 


` States is entitled to a seat on the BIS 


board, but the Fed has never taken it. If 
and when it does, the BIS's statutes 
would have to be changed: at present, 


— they appear to define the American 


representative as the head of the New 


i ` York Fed, because New York is the 








main financial centre in America. 

The BIS is such à convenient meeting 
place for central bankers that outsiders 
are often confused about which body 
meets and when. A quick guide: 

@ The BIS board. This has 13 members: 
the governors of the five founding cen- 
tral banks (Belgium, Britain, France, 
Italy and West Germany); plus another 
person from each of these countries, 
chosen by their governors; plus three 
more co-opted members, who have tra- 
ditionally been the governors of the 
central banks of Holland, Sweden and 
Swtzerland. The board chooses a chair- 
man who usually becomes the BIS presi- 
dent as well. The present incumbent is 
Mr Fritz Leutwiler of Switzerland; he 
retires at the end of this year and will be 
replaced by Mr Jean Godeaux, president 
of the National Bank of Belgium. (The 
BIS will also have a Belgian as general 
manager: Professor Alexandre Lamfa- 
lussy, at present economic adviser, takes 
over next April from Mr Günther Schlei- 
minger.) The BIS board is the main 
policymaking body; it meets 10 times a 
year, usually on a Tuesday morning. 

@ The Group of Ten governors. The G- 
10 was born in 1961, when 10 members 
of the International Monetary Fund— 
Belgium, Britain, Canada, France, Hol- 
land, Italy, Japan, Sweden, West Ger- 
many and the United States—set up the 
general arrangements to borrow (Gab) 
to provide the IMF with extra cash. 
Switzerland, though not an IMF mem- 
ber, was also a Gab contributor and thus 
an informal member of the G-10. Last 
year it joined formally, but the group's 
title is not being changed. The G-10 
governors meet in Basle 10 times a year, 
usually on the Monday afternoon before 
the BIS board meeting. The dinner after- 
wards is sometimes attended by the man- 
aging director of the IMF. 

@ The EEC governors. They set up a 
committee in 1964, which meets after the 
BIS board on Tuesday morning. 
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@ The BIS general meeting. This takes 
place in June, and is open to the 29 
central banks which are shareholders in 
the BIS. They include Japan, South 
Africa and Iceland. Invitations to the 
annual meeting also go to BIS deposi- 
tors. Almost every central bank in the 
world deposits money with the BIS; the 
few exceptions include Russia and East 
Germany, though other east Europeans 
like Hungary and Jugoslavia have long 
been depositors. 

Its role as deposit-taker highlights a 
fact that the BIS particularly values: it is 
a working bank. It receives gold and 
currencies from central banks and bodies 
like the IMF, and its statutes lay down 
what it can do with them. It has to 
remain liquid, which means depositing 
cash with commercial or central banks 
and buying treasury bills and other 
equally sound securities. The BIS also 
makes longer-term loans to central 
banks (though not to governments—its 
statutes prohibit it). 

Just how big a bank is the BIS? Its 
accounts need a bit of translating be- 
cause they are denominated in “gold 
francs", a throwback to the days when 
the Swiss francs was tied to gold. A gold 
franc is now worth about $2, and the BIS 
accounts show that its assets at the end of 
March, 1984, totalled $42.6 billion. That 
is a tidy sum, putting the BIS in 46th 
position in the league table of big banks 
compiled by The Banker, three places 
above Continental Illinois (before it 
shrank) and four above Commerzbank. 

Other yardsticks confirm the BIS's 
size. Its own holdings of gold are not 
valued at market prices; if they were, its 
total capital and reserves would be worth 
about $3 billion (and that excludes its 
internal reserves, which are a well-kept 
secret). For comparison, Chase Manhat- 
tan's capital and reserves last year to- 
talled $3.6 billion, Midland's $2.8 bil- 
lion. And the BIS made profits of $136m 
on its compulsorily low-risk business, 
which compares well with, say, the 
$115m made by Amro Bank. BIS share- 
holders are happy—and prudent: last 
year they took only a quarter of the 
profits out in dividends. 
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The New York branch will London 
offer full and comprehensive The National Bank of Kuwait S.A.K 
Licensed Deposit Taker 


4 h 2 
banking facilities, with ۱ 99 Bishopsgate, London EC2M 3X1 


0 
particular emphasis Telephone: 01-920 0262 
y 01-588 0541 (Dealing Room) 
on financing trade Rolex: 892348, RAI LOS NBKLDNG 
with the Middle East 894610 894617-9 NBKLF X G ( Dealers) 
and advising on the Personal Banking 





investment of capital flows from the region. [he National Bank of Kuwait S.A.K 
t ARP ۰ Fide 18 Orchard St.. London WIH OBD 
For more information, call or write: Telephone: 01-935 6811 

The National Bank of Kuwait S. A.K. Telex: 297406 NBKORC G 

299 Park Avenue Singapore 


New York. NY 10171, U.S.A. : he lacri Bank پر‎ des S. A.K 
Thala s. 5 Ô. ingapore Branch and Kepresentative Office 
Te le phone 212) 319-0404 for 5outh East Asia and Australasia 
Telex: 421486 11-01 The Octagon, 105 Cecil Street, 


Singapore 0106 






) 5 . Y*^4 
The National Bank of Kuwait S.A.K.,the HeadOffice i Telephone: 2225348/49 
The National Bank of Kuwait S.A.K Telex: KUBANK RS 20538 
oldest and largest Kuwaiti bank, has opened PO. Box 95, Safat, Kuwait. ند‎ S 
a branch in New York. NBK now has the Telephone: 2463334/422011 ——— "mam: 


Telex: 44653/44836 NATBANK KT 
broadest international coverage of any 


Kuwaiti bank, with two branches in London = 
and one in Singapore, and 51% ownership The National Ban k of 
of affiliates in Paris and Bahrain, as well as 


o 
the New York branch. Kuwait SAK xuwarr's premier BANK. WORLDWIDE 
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If it's a question about Our monogram is made up have grown 
ik (pronounce it ‘ish’ ‘T and S. You will be gratified 
1) has the widest to learn that this is the Turkish 


ign trade ` word for ‘business’. We 
about business. How it works 
in Turkey. Who runs it. How to. 


cut the red tape from the start. 
. It is not by chance that we 
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The BIS watchtower 


with one another, so that parent supervi- 
sors could discover what was going on in 
that little branch near the Swiss border. 

Good, as far as it went. But the Cooke 
committee still faced the more significant 
question of how international banks 
should arrange and present their ac- 
counts. In 1978 it recommended "'consoli- 
dation”: a bank would combine its world- 
wide business into a single set of 
accounts, so that everything—capital ade- 
onacy, loan exposure to particular coun- 

es, foreign-exchange risk—could be as- 

"sessed at the same time. 

Over the past few years, the main 
industrial countries have done much to 
adopt consolidated accounting. With that 
and the Basle concordat, many more 
banking operations have been brought 
within the supervisors' net. Some nation- 
al boundaries are becoming as irrelevant 
to some supervisors as most have long 
been to most bankers. To emphasise the 
point, the American comptroller of the 
currency has a permanent office in 
London. 

For all the changes made in the 1970s, 
gaps remained. The Basle concordat 
placed a joint responsibility on parent and 
host, which is fine if they are both concor- 
dat countries. But what happens when a 
bank based in Liechtenstein has a branch 
in London, or an American bank opens in 
Bahrain? Unless supervisors everywhere 
enforce the same standards as concordat 
members, the banking system as a whole 
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will be vulnerable. 

The analogy with a chain—only as 
strong as its weakest link—does not really 
apply in international banking, since big 
banks are unlikely to concentrate their 
deposits in Brassplate Island and still less 
likely to do so unobserved. But even a 
small scandal there would harm confi- 
dence in international banking just when 
it most needs to develop it. So the Cooke 
committee is pleased that supervisors in 
other countries have set up their own 
groups, holding regional meetings and 
sharing more information than they used 
to. However, the real breakthrough will 
come when countries no longer have 
bank-secrecy laws that prevent foreign 
supervisors inspecting (or getting infor- 
mation about) branches or subsidiaries. 
and that is a long way off. 


Unfinished business 


On its home ground, the Cooke commit- 
tee still has more to do. It has started to 
tackle the thorny question of banks' capi- 
tal: is it "adequate", and should banks all 
have to meet the same standards of ade- 
quacy? One snag is that the definition of 
capital varies from country to country. 
Either it must be harmonised, which 
would involve legal and accounting 
changes, or supervisors must adjust their 
capital ratios so that banks in the concor- 
dat countries back their lending with the 
same amount of capital, on some rough 
and ready definition. 

That raises a further issue, perhaps 
even more complicated. As the main 
reason why banks need capital is protec- 
tion against risky lending, agreement on 
capital ratios only means something if 
supervisors also have a common method 
of assessing risk. That thought upsets 
bankers, who feel they are the best peo- 
ple to decide what is risky. 

Another awkward corner is the way 
that banks provide for bad debts. Nation- 
al conventions differ widely not just in 
what constitutes a bad debt but also in the 
tax treatment of write-offs. American 
banks must classify loans as “non-per- 
forming assets" if they do not receive any 
interest on them for 90 days. Japan's 
approach is more direct: its supervisors 
have a list of 20 countries in financial 
difficulty, and banks have to set aside 
between 2% and 5% of their loans to 
these countries as bad-debt provisions. 
Greater harmony might increase deposi- 
tors' confidence; again, however, bankers 
dislike what it could lead to—bad debts 
being defined by bureaucrats, with a legal 
requirement to provide for them. 

A third area where the concordat coun- 
tries might collaborate more closely is 
deposit insurance. A report by the Group 
of Thirty. an informal body of commer- 
cial and central bankers, wondered 
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whether “perceived differences in nations _ 
al protective arrangements could provoke _ 
destabilising capital movements in times - 
of uncertainty". The report was pub- ` 
lished in 1982, which proved to be just 
such a time. 


Enter Ambrosiano 

Wise men meet and propose changes. 
The changes are apparently made. So 
banking is a safer business, and deposi- ~ 
tors can sleep soundly once more? No, _ 
they can't. In July, 1982, the Luxembourg _ 
subsidiary of an Italian bank, Banco Am- _ 
brosiano Holdings, collapsed; 250 banks 
lost $450m between them. The episode - 
was more colourful than any script writer 
would have dared to make it, complete’ 
with links to the Vatican and the chair- 
man found hanging beneath Blackfriars — 
Bridge in London. 

It was also a severe blow to the Basle 
concordat. Not because its members 
failed to rescue Banco Ambrosiano— - 
their agreement dealt only with supervi- 
sion, not lending of last resort—but be- _ 
cause they should have spotted what was 
happening sooner and headed off a col- 
lapse. Instead of smooth collaboration for 
the common good, the Italian and Lux- — 
embourg authorities tried to outshout 
each other in denying responsibility. 4 

Technically, they were both in the _ 
clear. Banco Ambrosiano Holdings was a 
holding company, not a bank; and it was 
not registered with the Luxembourg ^ 
banking commission. But the concordat _ 
members were trying to go beyond such _ 
nitpicking detail. They therefore revised 
the concordat in 1983, putting more em- 
phasis on overlapping the responsibilities 
of parent and host countries. They also — 
said that intermediate holding companies ` 
should be closed down if they cannot be 
properly supervised. | 

The Ambrosiano affair highlighted _ 
some significant legal lacunas: for exam- _ 
ple, Luxembourg's laws prevented Italian 
supervisors from investigating the busi- 
ness of a subsidiary there. But its tim- 
ing—the month before Mexico's near- 
default—helped to provoke a debate ` 
about the seemingly bigger issue of _ 
whether the world needs an international 3 
lender of last resort. 






The great red herring 1 
At first glance there is logic in this argu- _ 
ment: "national central banks stand be- 
hind their domestic banking systems, so 
an international body is needed to do the - 
same for international banking". A closer | 
look reveals several flaws: 

@ International finance flows around a 
closed system; whereas money can flee a 
bank and even a whole country, it cannot 
flee the world. 

@ International money has its roots in 





n stional central banks: witness the way 
that, for example, Eurodollar interest 
follow movements in domestic 
American interest rates. 
) The big international banks have their 
- base in a particular country, and would be 
ligible for lender-of-last-resort support 
oh om their national central bank. 
Whenever the major central banks 
< at the Euromarkets, they can see no 
1 age of liquidity. On the contrary, in 
den and again in 1979 they decided not 
to deposit more of their international 
۳ serves in the Euromarkets. 
` Of course, these points do not justify 
complacency about the liquidity of inter- 
“national banking. It could dry up very 
quickly if, for example, the United States 
- ever imposed exchange controls on dollar 
۳ iow. And although national central 
banks are quite capable of providing 
wl er last-resort lending the interna- 
t 10 al system needs, that does not guaran- 
they will do so. The Bank of Italy 
= d have prevented the Ambrosiano 
collapse, but didn't. Maybe the Cooke 
committee (or the BIS committee on 
au Euromarkets) should try to harmonise 
۱6 principles of last-resort lending. 
Maybe it has. Just as central bankers 
deliberately delphic about when and 
how they would rescue banks at home, so 
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aa are in the international sphere. In 


Se ptember, 1974, after Herstatt’s closure, 
the leading central bankers would go no 
arther than three sentences from Basle: 


. The governors also had an exchange of views 
on the problem of the lender of last resort in 


the Euromarkets. They recognised that it 


would not be practical to lay down in ed- 
3 vance detailed rules and procedures for the 
. provision of temporary liquidity. But they 
| were satisfied that means are available for 
_ that purpose and will be used if and when 
|. necessary. 
DM 3 
"These words were not volunteered with 
enthusiasm; only the exceptional uncer- 
_ tainty of the times persuaded the central 
_ bankers to say anything at all. 
Some outsiders find this reticence irri- 
tating at best, at worst dangerously coun- 
B crothictive: Academics in particular 
yea n for transparent rules and struc- 
. Yet their proposals for an interna- 
lender of last resort often turn out 
_ to be the means to a favoured end which 
. could be achieved some other way. 
` Takea recent paper* by two academics 
at Britain's Institute of Development 
- Studies in Sussex. They concentrate on 
last-resort arrangements, but what they 
. really want is banks to keep lending to 
` developing countries. They are con- 
1 cerned by the slowdown in international 
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Changes Required? by S. Griffith-Jones and 
M. Lipton, Midland Bank occasional papers. 


bank lending since 1981 (see chart 8), and 
believe that this could be prevented by an 
international lender of last resort. It 
would provide banks with liquidity in 
return for the collateral of their develop- 
ing-country loans, which it would buy “at 
a substantial discount". It would then 
renegotiate these loans with the debtors, 
lengthening maturities and lowering 
3 
rates. Other people have already suggest- 
ed. dozens of remedies for third-world 
debt, most of which involve;reducing the 
debt-service burden and some of which 
would create an international agency for 
the purpose. The Sussex scheme's only 
رد‎ lies in Curr, di that ۳3 an 
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Central bankers in the industrial coun- 
tries have long been involved with the 
issue of third-world debt. If they were 
ever inclined to make light of it, they do 
so no longer. It has made new demands 
on them as supervisors, as makers of 
monetary policy (particularly in the Unit- 
ed States) and even as lenders. They have 
collaborated closely through the BIS and 
the IMF, and have developed new links 
with their opposite numbers in develop- 
ing countries. (For a sketch on how third- 
world central banks operate, see the box 
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on the next page.) 

Because central bankers in the rich 
world have been involved with third- 
world debt on so many fronts, they do not 
see it in monolithic terms. They contrast 
Asia's success in servicing debt and main- 
taining economic growth with Latin 
America's failure on both counts (see 
chart 9). Then they point out the differ- 
ences within Latin America between, say, 
Colombia and Argentina. In short, they 
favour—and have helped to develop—the 
IMF's case-by-case approach. It involves 
a mixture of debt rescheduling, policy 
changes in the debtor countries, new 
bank loans and more equity investment. 
With a bit of luck—political calm, lower 
American interest rates—as well, the 
debts will be serviced. 

No doubt there are also sound tactical 
reasons for holding this position. Anu 
hint that troubled debtors might be e 
cused their debts would immediately | 
prompt untroubled ones to ask for the 
same treatment: $10 billion of bad debts 
would become $100 billion, turning just- 
manageable into apocalypse. 

To make the case-by-case approach 
work, several central banks have been 
ready to twist arms, persuading their 
commercial banks to keep lending to 
Latin America. With hindsight, they 
agree that the lending went too far and 
too fast in 1978-82; foresight warned them 
that too big a slowdown would make it 
harder for debtors to service their debt. 
Though commercial bankers dislike being 
bullied by their central banks, many ad- 
mit it was necessary. 

The desire to maintain commercial 
bank lending to certain countries sits 
uneasily with the need to reduce the 
banks’ exposure. When the two conflict, 
central banks usually plump for maintair ^ 
ing lending. For example, Japan recent! 
relaxed its 20%-of-capital ceiling on loans - 
to a single country so that Japanese banks 
could provide their share of new money 
for the big Latin American debtors. 

Do these ad hoc responses really match 
the scale of the international debt threat? 
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The ability to work on more than one 
job at a time is something that we all wish 
we had. 

That ability would be considered out 
of the ordinary. 

Quite amazing in fact. 

Like Future Computers. 

. The Future FX20 has the ability and 
E power to work on four different jobs at the 
same fime. 

Just think what that means to you and 
your business. 

No more waiting for the computer to 
finish a single task before you can use it. 
No more fime wasted. 

With Future you can increase your 
business efficiency - choose your tasks, 
and let them all run simultaneously while 


"m rem o. 


|| Please send me information on Future Computers, 





FUTURE 
COMPUTERS 


Tha nazar ta wark an far inhe cirmmultanaaiuelhs 


and free explanatory brochure on concurrency and networking. 









EADS ARE BETTER THAN ONE. 


you plan your day. 

And buying a Future Computer 
doesn't mean breaking the bank either. 

Because when Future Computers 
designed and built their range, they set 
about putting together a machine that 
could not be beaten on overall price and 

nce. 
وین‎ rp ensure that the finished 
product matched the excellence of the 
Future design they chose Thorn EMI to 
manufacture them, here in Britain, backed 
by their own National on-site Computeraid 
Services. 

For more information send the 
coupon off now- it could be the best 
business decision you've made today... 
and in the future. 
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ASK US FIRST. A bank that is trusted by both l j 
Nigerian and International Businessmen, UNION f 
BANK is one of the largest in Nigeria, and indeed : 
one of the top 500 banks in the world. With more 
than 180 branches in all parts of the Federation. NION NK } 
assets well over ¥3 billion, and upwards of 60 years' U EA 
dn E rn in Nigeria, we are ideally Union Bark of Nigeria Limited 
! arina, Lagos 
UNION BANK offers a full range of modern Telex: 21222 
banking services—retail and wholesale, personal and Telephone: 661006 
corporate, domestic and International. Our own Main Correspondent: 
proven capabilities are enhanced by first class Barcl i L d 
correspondent banking relationships with access to arclays Bank International Ltd., 
global resources. 54 Lombard Street, London EC3P 3AH. 
So when in Nigeria, or just contemplatin doin Telephone: 01-283 8989. Telex 887591. 
business with Nigeria, ASK UNION BANK FIRST. We set the pace... 
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Almost universal 

A flag. an airline and a central bank; few 
developing countries resist the mixture, 
and those that cannot afford an airline 
still believe that a central bank is an 
essential part of nationhood. This belief 
has been fostered by central bankers in 
the rich world, no doubt. Over the past 
50 years, the Bank of England has ad- 
vised more than 20 ام‎ J countries 
on setting up central banks. The Bank of 
France did the same in several former 
French colonies. The Federal Reserve 
was called in to help establish a central 
bank in Sudan. 

Not all the advice has been taken. In 
the 1930s the Brazilian government 
asked a director of the Bank of England, 
Sir Otto Niemeyer, to study the need for 
a central bank. He suggested one should 
be created; the government decided not 
to. The Bank of Brazil, a large and state- 


have endured the MAS's problems. 
Much of the developing world has few 
reserves to manage, and the central 
bank's job is altogether more basic. It 
often gets involved in setting up credit 
banks for agriculture and industry. In 
some countries—Mexico, Jamaica, In- 
dia—the central bank has also provided 
part of their equity. 

Even if it does not act as a bank 
directly, the central bank usually has a 
hand'in deciding how commercial banks 
lend their money. Credit allocation is as 


common in developing countries as it is 


rare in developed ones, and it usually 
does much harm. Banks are required to 
lend to "priority sectors"; the term ex- 
pands to include small farmers, large 
farmers, small businesses, state business- 
es, exporters, etc. Each group is deemed 
deserving enough to pay “special” (that 


iL BANKING SURVEY 
wp eg ee 
The IMF traditionally deals most closely - 
with the central bank, and its conditions. 
often requires changes in monetary poli: 3 
cy. This can produce a muddle that the 
fund seems to ignore. It sets limits on the - 
growth of credit, but does not insist that - 
they should be achieved by raising inter- 
est rates. Worse, it keeps its eye solely | 
on bank credit, which the central Si 
restricts by saying that restrictions now — 
apply. As a result, non-bank bodies get- 
into the lending business. Most are ¢ an- 
gerously illiquid, have shaky collateral 
and are not properly supervised by the 
central bank—a sure recipe for trouble. _ 
Relations between central banks and — 
the IMF are usually friendly. The fund 
runs training courses for central bankers - 
from poor countries, and some of them - 
have worked for it for a spell. But " 
passions can run high. Earlier this year, — 
Bolivia's central bank objected to the — 
75% devaluation of its peso and other - 
austerity measures proposed by the IMF, - 


J A 
à 


is, subsidised) interest rates. 

This has two results: (a) central banks 
find it hard to control monetary growth 
(see chart); and (b) whenever they try Pegging ۰ 
| Most developing countries peg their ex- 
change rate to one or more major cur- - 
rencies and then adjust it from time to | 
time. The danger with pegging is that the 
exchange rate becomes overvalued. | 
Most developing countries ration foreign — 
currency by exchange controls and im- — 
port licences, so there is no market - 
pressure for a devaluation. Only the - 
black market shows what the exchange " 
rate ought to be, and many governments _ 
so dislike its revelations that they fine or — 
imprison currency traders. iu 

Where a country has no controls on | 
trade or currency flows, pegging the 
exchange rate can be a useful way of - 
establishing confidence in domestic ۰ 


owned commercial bank, carried on per- 


Instead of sending more memos, 600 of — 
forming many of the tasks of a central b 


the staff went on hunger strike. 


Brazilian economists now feel that was 
a mistake. A central bank was eventually 
created in 1964, but the Bank of Brazil 
did not give up all its earlier duties. In 
particular, it remained in charge of pro- 
viding subsidised agricultural credit. But 
it was not given a budget to distribute; it 
simply supplied whatever credit the 
farmer wanted, creating money just as a 
central bank would. Farmers' credits 
were at fixed interest rates, so demand 
for them soared whenever market rates 
rose. Between 1969 and 1979 the real 
value of agricultural credit rose by 
18.5% a year, making it virtually impos- 
sible for the: central bank to control 
overall monetary growth. Last month 
the government announced a much 


M1, ?6 increase on 


er and more conventional distinc- 
tion between the central bank and the 
Bank of Brazil. 

If Brazil has operated with one and 
half central banks, some developing 
countries have chosen to have less than a 
whole bank. Like Singapore: it formed a 
currency board in 1967 to arrange for the 
issue of notes and coins, and then the 
Monetary Authority of Singapore 
(MAS) in 1970. The MAS has watchdog 
powers over the island's 100-plus banks 
and financial markets. It has also been 
the object of some M ET. atten- 
tion from the government. In 1980, the 
deputy prime minister, Mr Goh Keng 
Swee, became chairman of the MAS; he 
had decided that the MAS was over- 
staffed, and within months. many of its 
senior managers were fired. 

Mr Goh also thought the MAS had 
been a lousy manager of Singapore's 
external reserves. He transferred the 
long-term assets to a new body, the 
Singapore Investment Corporation, 
which is advised by a clutch of foreign 


fund managers. 
Other central banks would happily 
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to, priority sectors come to mean those 
businesses run by the president's broth- 
er-in-law. The same thing happens with 
exchange controls, which central banks 
also have to administer. With one differ- 
ence: foreign exchange cannot be print- 
ed, so favouritism (and bribery) is even 
more the deciding factor in who gets it. 

Central banks in poor countries find it 
virtually impossible to resist political 
pressure because none of them has any 
constitutional independence. What au- 
thority they have comes from the quality 
of their staff, and especially of the gover- 
nor. In Kenya, for example, Mr Philip 
Ndegwa carries weight throughout the 
government; his 1982 report on public 
spending and economic policy is a classic 
text on how a poor country’s policies can 
go wrong. 

The status of the central bank in- 
creases when a country has to borrow 
from the International Monetary Fund. 


monetary management. That is what 
Hongkong did last year when it fixed i 


dollar to the American one and — 


interest rates rise to whatever level was — 
needed to maintain the fixed rate. Hong- _ 
kong has no central bank, relying on two — 
commercial banks to issue currency 
while various public officials are respon- - 
sible for supervising banks, managing — 
the colony's reserves, etc, ae 
A few countries have gone the whole _ 
hog and simply let a foreign currency act | 
as legal tender. Some small Pacific is- _ 
lands use the Australian or New Zealand 
dollar; Liberia and Panama issue their 
own coins but rel 11 
dollar for notes. On the surface this " 
seems a wise and convenient move, but it | 


is not trouble-free. Liberia often has to | 


use what dollars it possesses to pay for 
imports, so banks find themselves with- 
out notes for their customers. The rem- 
edy—higher interest rates to attract dol- 
lars—is not always welcome to the 
Liberian government. And dollar hold- 
ers do not always believe that the link 
with the dollar will survive—or that their 
cash is as safe in Liberia as New York. 





on the American 


Chamber of Commerce, Vargas Foundation 


Most thoughtful central bankers admit 
that they just don’t know. But they are 
sure that countries which change their 
»olicies on IMF lines can (a) transform 


phei external accounts quite quickly and 


Volume of industrial production 
% change on a year ago 


entra! Bank of Mexico 


(b) start to grow again. Chart 10 shows 
how that is already happening to the 
world's two biggest debtors. So long as 
they make progress on both (a) and (b), 


the ad hoc formula will remain. 


( Ende and changed rules 


۴ 'inancial markets are changing, sometimes awkwardly for central bankers. 


- Two hundred years after the industrial 
re Bvolution, the financial revolution: that, 


- Slightly exaggerated, is a widespread view 
of the changes taking place in the business 
ES money. Companies and markets are 


5 pringing up from nowhere, established 
firms are finding new ways to sell old 
services. The Dickensian bank clerk, quill 
_ pen scratching across dusty ledger, is as 
۱ per removed from a VDU as a carthorse 
was from a train. 
` Innovation is only part of thé story; 
. deregulation is just as significant. Many 
- of the rules that governed financial mar- 
kets for decades are being changed— 
t hough fewer are being scrapped, so “de- 
- regulation" is something of a misnomer. 
` The biggest changes have come in the 


_ United States where companies that once 


stuck to their own territory are now 
prend over others' (see chart 11 on next 
pe). Canada, Britain, Australia and 
Japan are moving down the same road. 
C The financial revolution deserves a 
- whole survey; this article merely picks on 
Biwo aspects that affect central banks. 
First, whether and how changes in finan- 
cial markets make it harder to run a 
. monetary policy; and second, what new 
issues arise for policing the financial sys- 
E tem when threats to its security are sud- 
denly unfamiliar. 


. The bright side 


3 The makers of monetary policy are 
agreed: the financial revolution is going 
to make their life hell. With more institu- 


tions and accounts, the borders between 
different measures of the money supply 
will blur. People will change their behav- 
iour, responding differently to, for exam- 
ple, interest-rate changes. Ah, wasn’t the 
past wonderful? 

Actually, no. In most countries the past 
was riddled with controls that caused 
many of today’s difficulties and whose 
abolition will make some things much 
simpler in future. Take the classic exam- 
ple of interest-rate ceilings in the United 
States. Seeking to protect Americans 
from usury, congress applied limits to 
some interest rates from 1933 until the 
late 1970s. The ceilings were occasionally 
raised, but after 1965 they fell below 
market interest rates. People saved in 
accounts that were free from controls; the 
controllers scrambled after them, increas- 
ing the number of accounts subject to 
ceilings from two in 1965 to 24 in 1979. 

This leapfrogging made the Fed's job of 
running monetary policy much harder, 
because some of the new forms of savings 

"disintermediated" money out of banks 
and hence out of the monetary statistics. 
In due course, congress realised that 
Americans liked usury. In 1980 it passed a 
bill phasing out interest-rate controls; 
today less than 20% of interest-bearing 
deposits are in accounts with ceilings. 

This later transition—*reintermedia- 
tion"—also muddied the money-supply 
figures, so some people blame deregula- 
tion. In fact, the original controls were 
the culprit; from now on, monetary statis- 


tics should be eared such upheavals. 
Significantly, the Bundesbank has had far 
less difficulty managing its monetary poli- 
cy, because it eased its financial controls 
gradually between the late 1950s and the 
early 1970s. 

Controls have bred unruly children in 
the international field as well. Although 
central bankers do not see eye to eye on 
the Euromarkets, most have occasionally 
suspected that the markets are a malign 
influence on monetary policy/ banking 
prudence/exchange rates. Yet probably 
the main reason for their development 
was the same interest-rate controls put on 
American banks. The markets have 
grown so much that they now have a life 
of their own. But they serve to remind 
central bankers that a less-controlled fu- 
ture will not necessarily be a more mud- 
dling one. 


The dark side 

Although parts of the financial revolution 
should assist monetary policy, others will 
complicate it. For example, lending at 
floating interest rates is becoming in- 
creasingly common. Lenders prefer it 
because they are not robbed if inflation 
(hence interest rates) turns up; borrowers 
accept it if that is the only way to get cash. 
Even the Eurobond market, once a bas- 
tion of fixed-rate lending, is being infil- 
trated by floating-rate notes. In the first 
quarter of this year, they accounted for 
34% of all new issues of international 
bonds, compared with 15% in 1982. 

The shift to variable-rate credit carries 
huge implications. When the Bank of 
England last year invited central bankers 
from 10 other countries to ponder finan- 
cial innovation, they concluded that, with 
variable rates: 

Increases in interest rates may have a small- 

er impact on the demand for credit, because 

the incentive to the marginal borrower tc 

wait for lower rates is reduced, but perhaps a 

wider impact on aggregate expenditure be- 

cause higher rates affect the behaviour of 
existing borrowers as well. Consequently 
interest rate changes may have a direct 
impact on the final objectives of policy— 
output and inflation—before they are re- 
flected in the intermediate monetary objec- 
tives. . . The pursuit of monetary control 
may make interest rates more volatile and 
the financial system less stable. 
How does that square with America's 
recent experience? There, interest rates 
(real and nominal) have to go much 
higher now than they once did to start 
slowing economic growth down. The best 
explanation, first popularised by Mr Da- 
vid Hale of Kemper Financial Services in 
Chicago, stresses the abolition of interest- 
rate ceilings. Until they went, the house- 
building industry collapsed whenever 
market rates rose above the ceiling im- 
posed on the savings and loans associa- 
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500 Branches in Italy. 

_ Subsidiary, Branches and Representative 
` Offices located in Luxembourg, Buenos 
_ Aires, Brussels, Frankfort on the Maine, 

London, New York, Moscow, Paris, 


. Sofia and Zurich. 
CORRESPONDENTS — 
 THROUGHOUT THE WORLD db ۲ iud - 
> LONDON: CANNONGATE HOUSE, 62-64 CANNON STREET 
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Bank of Tokyo. / 





Bank of Tokyo 
provides the seamless 
connection between your 
local and international banking needs. 
Bank of Tokyo does this with superior 
۰ سم‎ services at both local and worldwide levels with a 
„ network more extensive than that of any other Japanese bank. 
Over 260 offices, representative offices and subsidiaries with 
their offices and 2.100 correspondent banks become powerful 
assets on your side in today’s demanding financial environment. 
Compare our performance. We believe you will find it 
speedier, more reliable and more economical. From organizing 
worldwide syndicated loans to rapid foreign remittances to 
considerate local services, Bank of Tokyo provides the meticulous 
concern you deserve. 
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United Bank Limited 


at your service 
in Pakistan and abroad 


With a network of over non, joint ventures in 








with the leading banks all 





1600 branches in Pakistan 
and abroad which spread 
from the United States 
of America to the United 
Kingdom to the Gulf & 
Middle East, subsidiaries 
in Switzerland and Leba- 


Oman and Saudi Arabia, 
United Bank Limited 
makes sure you are never 
far from its personalised 
service. 

United Bank Limited also 
has agency arrangements 


over the world. 
Besides, UBL has made 
arrangements with several 
exchange companies to 
facilitate quicker remit- 
tance from the UK, Saudi 
Arabia and the Gulf. 


OVERSEAS NETWORK 


UK: UAE: 

15 Branches 8 Branches 

Regional Office London Regional Office Abu Dhabi 
UBL stood 17th among the top 50 banks of the Telex: 888759 Telex: 22272 UNITED EM 


world in terms of real growth in assets in the USA: Regional Office Dubai 
year 1983." Telex: 45433 UNITE EM 


*Source THE BANKER, London, June 1984. QATAR: 


United Bank Limited Telex. 4222 


Telex: 4222 PAKBNK DH 
(Incorporated in Pakistan) 


YEMEN ARAB REPUBLIC: 
HEAD OFFICE: P.O.Box. 4306, Karachi (Pakistan) Sana'a Branch 
Telex: 2834 UBL PK and 2854 UBL PK 


Growth 1983 


Foreign Trade 101% 
Total Assets 45% 


Deposits 53% 
Advances 35% 












Regional Office New York 
Telex: RCA 232576 UBL UR 


BAHRAIN: 
3 Branches 
Regional Office Manama 


Telex: 8247 PAKBNK BN Telex: 2228 YE 
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rates, attract more cash and keep lending. 
The borrowers are keen—often for an 
-ominous reason. The S&Ls and other 
financial institutions are offering fixed- 
. rate (and often cheap-rate) terms for the 
first few years of a mortgage. Later, the 
loan carries a variable market rate— 
Which is fine if interest rates fall or the 
borrower's income rises strongly. If nei- 
ther happens, the borrower could be in 


trouble; so could the lender, if it repos- 
sesses the property only to find that house | 


prices: have fallen. The same financial 
changes that have made the American 
economy impervious to small rises in 


interest rates have also made its institu- 


tions more vulnerable. The shrewdest 
heads were not surprised when the Finan- 
| cial e America got into 
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in the United States) 


[ ecause they were : starved’ : 
nance. The knock-on ef- 
w other industries slowed ae | 


Toda , the S&Ls can raise their deposit 








Securities 
dealers 


and commodity services—is already . a 


reality in the United States. In a less 


flamboyant way, West Germany's “uni- 


. versal banks" have been offering their 
customers a range of financial services for 


decades.: British institutions seem to be 


following the American pattern: it will 


surely not be long before a merchant 


bank-cum-broker links up with a big 
building society to create the equivalent 
of another clearing bank. | 


Bank supervisors will no doubt find it 
harder to keep track of these financial 


conglomerates than they did when a bank: 


was a bank was a bank. The best solution 
is probably the one proposed by the 
Reagan administration, which would al- 
low banks to move into non-banking 


activities but only through separate affili- 


ates. The bank could be supervised as 


before; any losses in, say, its insurance : 


affiliate would be borne by a holding 
company rather than the bank itself. The 


ripples could not be avoided, of course— - 
one worry about Herstatt's collapse was 
that its main shareholder was also head of 


a large West German insurance compa- 
ny—but they need not turn into waves. 
That is an optimistic view. Pessimism 

comes from people who fear that new 


ways of shuffling money are multiplying 
too fast, are too frothy and thus pose a 


(usually unspecified d) threat to the whole 








Fréres: 


Every kind of financial instrument is being 
created to lure individuals into believing 
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Living with more authority but less power. 








| ۸ central banks havê: plenty tó do, it may 
by seem odd to wonder. why they are need- 
kets. ed. Y 
ing work of central banks could be done by 
government. departments: the finance 
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ministry responsible for mon stary p 
the industry ministry for banking su 
sion, and so on. With few exce 
however, countries have choser 
central banks, separately constitu 


















۱ Po cape 
al Bundesbank | is one exception, because 0 
|. Germany's experience with hyperinfla-- 
tion twice in this century. The Fed. is 
another, thanks to the American concern - 
for constitutional checks and balances; 
congress would never have approved its 
establishment as a creature of the execu 
| tive. The Swiss National Bank is indepen: 
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dent because Switzerland's government i: 
| thoroughly federal and the Swiss tidy: 
minded enough to see that federalism. mo 
central. banking would be messy. No- 
where else is there much chance of politi 
cians giving central banks.a freer constitu- 
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tional rein. 


In practice they had to- : 
Relations. between central. banks and. cu 
their governments can be defined in stat- 
utes, but the wider world also has a say. 


In many countries pressures in the finan- 
cial markets have come to dominate eco- 
nomic policy, thus increasing the status of 
central banks relative to governments. 


The innovations of private moneymen— 


the Euromarkets, loans to third-world 


countries, financial conglomerates—have - 


posed challenges that central banks seem 
best equipped to meet. The whole busi- 
ness of finance, with its jargon and its 


. . billions and its international pace, is one 
with which few politicians feel comfort- 


able. They are relieved to pass responsi- 
bility to their central banks. 

They have passed them a message as 
well: be careful. Half a day with a history 
book reminds politicians how many big 
economic disasters have had financial 
roots. Political scandal often involves fi- 
nancial fraud. A point on mortgage rates 


during an election campaign may mean 


the loss of a few key seats. So the political 










banker, "regulat sho Id always be one 
step behind the ba if they aren't, it~ 
means that enterprise is being stifled” 
Wise politicians agree with him—until 
that one-step difference allows some fi- 
nancial spivvery to-occ . when they will 
join in a chorus of criticism. 

Central bankers are. therefore uncom- 
fortably exposed. In gaining more author- 
ity, they are bound to attract more con- 
troversy. If they decide to support a bank, 
they are accused of bailing out their 
friends; if they decide not to, they risk 
being blamed for causing a crash. They 
either fuel inflation—or throw. millions 
out of work; let crooks go free—or squash 

















 go-getters. The arguments are coarse, the 


language shrill, but that is what happens. 
in politics. And if they manage to reach 
calmer water, the skippers should expect 
little gratitude. The politicians will be 
quick to claim the credit—and to take 
back the helm. 








The bank born 2 years ago —— 


On 6th August 1982, we were founded to take over the assets and liabilities within Italy of the old 
Banco Ambrosiano. Our parents were 7 leading Italian banks who subscribed 600 billion lire to 
provide our capital and to purchase the business of the Old Bank from its liquidators. 


For nearly 100 years, the Old Bank had been in the forefront of Milan’s expansion into one of 
Europe's leading economic and industrial centres. In their daily activity, the staff had acquired a 
very high level of skills and reliability. They were, therefore, a valuable asset and, although a new 
top management team was installed, the vast majority of bank employees were retained. - 


In the 2 years of our life as a new entity, great changes in our structure have been : chieved — 
ve been opened and older ones modernised. We are truly a new and modet n 

bank but with a Lombard tradition of efficiency, courtesy and experience which goes back 100 
years. 
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“Sometimes, making the sale 
is the easiest part of an 
export transaction, and you 
need an innovative banker 
who can see beyond the 
problems of trade financing 
to make the deal a success.” 
Paul Lachausse, 

First Vice President 


ation 











If you're getting involved in 
international trade, you'd 
better do your homework. 
It's not always easy-but it's 
a lot easier than trying to 
salvage whatever's left over 
if the transaction runs into 
trouble with another 
country's import/export 
restrictions, payment prac- 
tices, currency problems, etc. 


It helps to have an 
experienced international 
banker on your side. 
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Not only for advice on the 
mechanics of the transaction, 
but to work out creative, 
overall solutions to complex 
problems. With our inter- 
national tradition and 

our home base in multilingual 
Switzerland, we've helped 
put the finishing touches on 
a lot of trade packages 

over the years. This may 

be why our customers keep 
coming back. 

Because they tend to do their 
homework, too. 


Swiss Bank Corporation 
ochwelzerischer Bankverein 
oociété de Banque Suisse 


The key Swiss bank 





Sarah Landau is 86. She lives in Florida, feels great, 
and inspires everyone with her youthful enthusiasm 


The Financial Source" keeps America Beautiful. 





Manufacturers Hanover is a financial services including those of our CIT Financial Corporation, 
organization with a different point of view. We're we can help you right in your hometown. 
committed to cosmetic and pharmaceutical firms— Though we're a growing, dynamic organization, 
to American Businesses of every size. But we're we hold to three core values which will never 
also committed to Sarah Landau and you. change: quality in our products, loyalty to our 

Our company can lend you money to fix your customers, consistency of performance. If we can 
porch, finance new inventory, show you how to help a business grow, and help a lovely lady look 
speed international payments. With 1,050 offices, and feel her best, that's a good day's work. 


MANUFACTURERS HANOVER 


Memher FDIC The Financial Source.** Worldwide. 


BRITAIN 


The Liberals try a little 


tenderness. 


$ 
2s ۱ 
When Britain’s Social Democratic Party 
(SDP) held its conference last week, the 
Liberal party was a barely mentioned 
ghost at the feast. This week, at the 
Liberals’ assembly in Bournemouth, the 
‘SDP question" sat at the head of the 
able and monopolised the conversation. 
It was more interesting than policy- 
making. On Monday night, Mr Richard 
Wainwright, MP, chaired a meeting to 
discuss an elegant new economic strategy, 
inspired by the work of a Nobel laureate, 
Sir James Meade. It attracted only 11 
people. Later, the economic debate in the 
main assembly intoned the litany of Lib- 
eral beliefs—like bringing jobs to the 
regions and being nice to the third world. 
But a fringe meeting on the future of the 
alliance on Tuesday had 500 people 
crushed into a room. All Bournemouth 
was thick with earnest middle-aged men 
in beards and tweeds arguing passionately 
over whether the alliance was, or wasn't, 
the greatest thing for them since whole- 
meal bread. 
Maybe the Liberals are right to be so 
obsessed. It was one thing for Dr Owen, 


the leader of the SDP, to say that a 
merger of the two parties would not 
happen until after the next election. Most 
Liberals would agree; but they noted that 


two of Dr Owen's colleagues, Mr Bill 
Rodgers and Mr Roy Jenkins, were pre- 
pared to come to Bournemouth and 
speak of the alliance more warmly than 
the doctor. Some Liberals booed Mr 
Rodgers for claiming that the SDP should 
fight the same seats at the next election as 
it did at the last, but most noted quietly 
that he had felt able to say the Words 
which stick in Dr Owen's ‘gullet: the 
alliance is permanent. 

Quite what the Liberals do with this 
intelligence 5 another matter. Some 
openly doubt the benefit of the alliance; 
one of the Liberals’ numerous psepholo- 
gists claims that the SDP added nothing 
to the expected Liberal vote in 1983. 
Others admire Dr Owen through gritted 
teeth; they recognise that the Liberals 
have nobody so able to capture public 
imagination when discussing. Britain's 
real social and economic questions. 


That is not the view of the disciples of 
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Ashdown has nightmares, Meadowcroft has community politics 
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mare 


Mr Michael Meadowcroft, MP—"the 
thinking Liberals’ Liberal", in the words 


of Liberator magazine. The Meadow- 1 


crofters believe that people care more 
about the building of the local by-pass or 
the closing of the local school than the 
dive of the pound against the dollar. The 


key to national support, they argue, lies 


in concentrating on parish pump cam- 
paigns about peoples immediate 
problems. 

That lesson they have learnt from their 
experience on local authorities. Some of 
the media, and perhaps the SDP, may 
dismiss Mr Meadowcroft's earnest north- 
erners (for most of them seem to come 
from Todmorden or Whaley Bridge). 


Few Liberals are so arrogant. Arguing 


with borough treasurers has taught the 


party that no lunch is free: that there is 
always a trade-off between what electors 


want and what they will pay for. At their 
most hopeful; Liberals would go on to 
claim that the party which can run Liver- 
pool or Richmond can bring to the alli- 
ance the experience to run Britain. 

Dr Owen, by contrast, is dreaming of 
holding the balance of power—"‘a night- 
". Mr Paddy Ashdown, MP, called 
that, in a speech that was cheered to the 
rafters. Privately, some at the top of the 
party do not relish the thought of govern- 
ing in 1988. While Dr Owen wants to be 


tough but tender, most people at Liberal 
assemblies | want tenderness only: 
seek to be. gentler than he towards trade 
unions, and less nuclear on defence. In 
government Liberals would waste the 
| first two years with bills on elegant oddi- 
ties like site value rating, still close to- 


they 


Liberal hearts. So the most interesting 


talk at Bournemouth was of the virtues of 
being a big opposition party. 


But what does this strategy mean for 
Mr David Steel, the Liberals’ leader? Mr 


Steel has told his MPs that he wants to 
lead them into the next election. Until 
then, he can afford to keep his profile low 


and let Dr Owen make the running for 
the alliance—saving for 1987 his particu- 
lar talent of eleventh-hour vote-gathering 
by television. Few think Mr Steel would 
be satisfied with sitting on opposition 
benches through another parliament, 
even as the leader of a post-election 
merged alliance. That was one reason 
why the assembly was preoccupied with 
discussing the question of Mr Steel's 
successor while recognising that the issue 
is not likely to arise for five years. There 
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BRITAIN 


is another, more important issue, 

As Liberals know, in deciding on a 
favourite for the succession they will 
choose between two quite different par- 
ties. To choose Mr Meadowcroft defines 
them as a party which, while wanting 
power, is suspicious of it. To choose Mr 
Ashdown, this week’s darling, implies a 
party which wants to beat the two major 
parties on their own terms—and which 
knows that means taking economic policy 
seriously. If the SDP has found a leader, 
but not a destiny, the Liberals’ destiny is 
their next leader. 


Miners 


Don’t call us, we'll 
Call you 





"Uneconomic pits will have to close," 
said Mrs Thatcher this week. What, all of 
them? That is a tougher line than the coal 
board has ever taken and, if it were true, 
the miners would probably win the soli- 
darity they have so far sought in vain. 
TUC leaders will have to grit their teeth 
and ignore the prime minister if their 
meeting with the coal board chairman on 
September 24th is to be constructive. 

For most trade union leaders, support 
for the miners is obligatory as hot air, 
embarrassing as reality. One last shove 
for the miners now would probably prove 
a flop, and the trade unions would look 
foolish. But success would be damaging, 
too. It would associate more of the trade 
union movement with tactics of industnal 
anarchy, and silence those who are trying 
to find the unions a sensible role. 

The price for the TUC's statement of 
support for the miners, endorsed by the 


Nice for Scargill—while it lasted 
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Brighton conference earlier this month, 
was supposed to be some control over the 
dispute. The miners have paid up a first 
instalment. When last week's talks broke 
down, the miners’ president Mr Arthur 
Scargill went hotfoot to Congress House. 
The union's contact with the Advisory, 
Conciliation and Arbitration Service, 
which has also met the coal board's indus- 
trial relations director, Mr Ned Smith, was 
at least partly TUC-inspired. And it is 
possible that the slightly smaller picket 
lines outside some pits this week were a 
result of TUC words of wisdom. But the 
TUC cannot force Mr Scargill to accept a 
settlement which most union leaders indi- 
vidually consider a generous one. 

If the TUC cannot get what it really 
wants from Mr Scargill, neither can Mr 
Scargill from his brothers. On Monday, 
the electricity supply trade unions, who 
could black out the country in a trice 
should they so choose, met for three 
hours and said they would meet the 
miners, er, some time soon to see what 
could be done. After the meeting, Mr 
John Lyons, the general secretary of the 
power engineers, put his union further 
than ever from the miners' cause, by 
saying that he could not see what else the 
coal board could possibly concede. On 
Wednesday, it was the transport workers' 
turn and, true to form as Mr Scargill's 
close friends, they pledged their "total 
support” for the miners. Really? Simulta- 
neously they were calling off their pro- 
Scargill dock strike because most of their 
members were obviously opposed to it. 
Even the rail unions are still finding coal 
easier to deliver than solidarity. 

Thesteelmen, dueto meeton September 
21st, have already made it clear that they 
intend to safeguard their own jobs, not to 
fight the miners’ battle forthem. The docks 
settlement will allow 18,000 tonnes of coal a 
week into Ravenscraig steel works, rising 
to 22,500 in eight weeks' time. That is à 
victory for the steelmen as much as for the 
British Steel Corporation. Mr Scargill 
knows it, and said this week that he would 
ignore the settlement. 

Unless the rank-and-file unions in elec- 
tricity supply can deliver the obstruction 
that the upmarket ones refuse to, the 
miners' best hope now is the pit overseers' 
union, Nacods. It is balloting its members 
next week on a strike call. The coal board 
hamfistedly upset this union, which has 
been maintaining safety cover in working 
pits, by changing, at very short notice, its 
guidance on crossing picket lines. As a 
result, the union claims that 3,000 men 
have lost pay because they did not fancy 
going to work in armoured buses under 
verbal and physical assault. Unlessthe coal 
board makes up this quarrel, it could 
succeed, where Mr Scargill has failed, in 
shutting down all of Britain's pits. 





Policing pickets costs £££s 


Policing and the strike 


Who pays? 





A monster local government paper chase 
involving several hundreds of millions of 
pounds is the least expected consequence 
of the six-months miners' strike and the 
violence on the picket lines. Britain has 
no national police. Moving policemen 
around the country to meet emergencies 
has to be carried out as mutual aid 
between the 42 separate London, county 
and subregional police forces of England 
and Wales. The problem is who pays, and 
when. County councils, from which po 
lice authorities derive half their funds anu 
half their members, are already resentful 
of central government's rigid financial 
controls. The police muddle is putting a 
new strain on their cash flows. 

Mutual aid is organised "voluntarily" 
by the Association of Chief Police Offi- 
cers, through a "reporting centre"—34e, 
national headquarters—in the metropoli- 
tan police headquarters at Scotland Yard, 
just down the road from the home office. 
So the government can efficiently order 
policemen around the country. The num- 
bers involved are—this being Britain— 
either unknown or secret. Up to 8,000 
officers have been involved in inter-force 
transfers on a single day. One week the 
London force had 1,200 officers in Not- 
tinghamshire alone, refereeing fights be- 
tween working miners and pickets: many 
more were in other counties. 

The home office normally pays 50% of 
the cost of policing. It is willing to pay the 
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bills and are fairly promptly reimbursed, 


or given an advance. Nottinghamshire 
has already received an advance of 
£26.5m on its ordinary police grant plus 


£19m on its extra costs. 


But the counties that send help cannot 


reclaim their costs direct from the home 


office. They must apply through the coun- 
ties being helped, which scrutinise the 


bills and push them on up the line to be 
scrutinised again. This involves the prep- 


aration of fiendishly detailed accounts of 


overtime payments for long and unpre- 
dictable hours of duty at the pits; over- 
time for the stay-at-homes who do the 
ibsentees’ work; and costs of transport 


— and wear-and-tear. 


London policemen, lodged in Notting- 
hamshire, have on occasion spent part of 
a day there, part in South Yorkshire, part 
in Derbyshire. Allocating their costs is a 
nightmare. In particular, authorities re- 


ceiving help may be unwilling to pay for 


overtime done miles away just because 
the authorities there say it was made 
necessary by the absence of their police- 
men on picket duty. 

Some of the receiving authorities claim 
that they did not want help anyway, so do 
not see why they should pay for it (min- 
ers' union officials are often county coun- 
cillors). The south Yorkshire police au- 
thority symbolised its dissent from the 
entire policing operation by trying to 
withhold the part of its own police budget 
spent on horses for crowd control. It was 
quickly persuaded to withdraw the ges- 
ture; but it can still delay the payments 

hat may be due to other police 


~ authorities. 


So the paperchase lengthens, as in- 
voices circulate and cash-strapped coun- 
ties deduct what they are owed from what 
they owe, energetically holding back pay- 
ments for as long as possible to protect 
their own cash flows, and thereby making 
other authorities’ cash flows run back- 
wards. As for what really matters, the 
effect on policing, much planned work to 
make people feel safer has gone by the 
board. 


The GLC 
By any other name 


Deep fissures are appearing in the gov- 
ernment's once-implacable determina- 
tion to butcher the Greater London 
. Council. The legislation, due to be pub- 
lished in November, is already causing 
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_ these special operations, to the counties 
. that receive help, which are responsible 
not only for their own officers’ transport 
and overtime, but for lodging and feeding 
visiting officers. They send in their extra 
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It was a good Monday at The Times. 
They started serialisation of a biography 
qf Agatha Christie. Little Prince Henry 
offered a genuine excuse for two royal 
pictures instead of the normal bad one. 
And a fierce leader demanded no settle- 
ment of the coal strike until enough 
miners were back at work to outnumber 
the strikers. 

Do not mock. The Times’s headlong 
rush toward the Daily Telegraph market 
is paying dividends. While the Tele- 
graph’s circulation dies off with its read- 
ers, and the Financial Times struggles 
vainly to get a normal print-run out of its 
machine managers, sales of Mr Rupert 
Murdoch’s organ are soaring. Last 
month, it says, at 461,000 its sales over- 
took the Guardian’s, for the first time in 
six years. 

Thanks to its new stock-market port- 
folio game, retort its rivals crossly. In- 
deed this genteel version of bingo has 
been worth some 80,000 sales a day since 
it began in late June. But there is more to 
the story than that. 

No matter—it appears—that The Ti- 
mes's once chaste English has fallen to 
the Grub Street levels where pickets 

` throw “rocks”, things “may” have 
pened, meaning they might have but 
didn't, and picture-captions are littered 
with capital letters that shouldn't be 
there. No matter that in early editions its 
misprints (who dares say Grauniad 
now?) outnumber what it would proba- 
bly record as the loaves of Vallombrosa, 


The Times: 
average daily sales 












1982 1983 
The sums are right... 


administrative bedlam, as GLC and 
Whitehall officials struggle to define who 
will be responsible for what. Now the 
environment secretary, Mr Patrick Jen- 
kin, is running into political opposition 
from within his own party. 

He already faced a crescendo of criti- 
cism from all opposition parties, from the 
voluntary sector (which the GLC has 
been careful recently to shower with 
ratepayers' funds) and from public opin- 


ion in London, where antagonism to. 
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even fatally, in the lords. 
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7 
if anybody but its literary or crosswot 
editors were still learned en to use 
the allusion. No matter that left-of-cer 
tre readers quail before the columns of 
its standing army of right-wing silly. 
billies. The Times goes on up despite all 
this, and because of some of it. ^ 

Old Times readers do not love either 
the present editor, Mr Charles Douglas: 
Home, or his short-lived p 5۹50۲ 
Mr Harold Evans, for where they have 
taken the newspaper. But most have 
stuck with it. And who is to argue with 
Mr Douglas-Home's 55% rise in circula- 
tion, half of which predates the portfolio 
bonanza? Though he prints the work of 
left-wingers too, he has steered his pape 
firmly to the right, which is where its 
natural readers naturally are. No less 
important, he has steered it down-mar- 
ket, where more of them are. The Times 
remains top people's essential reading, 
with some writers who would have 
adorned its staidest days. But much 
more of it these days is entertaining. 
reading as well. 2 

Or, sometimes, instead: many of the 
feature pages, the endless royal ws 
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pictures, the purple-prosed sports opin- 
ionating reflect Fleet Street at its most 
fleeting. But then the days are past when 
an thought the thunderer was the 
voice of God. Or perhaps it is? You c: ın 
do worse, Mr Murdoch might well think 
as he studies the latest circulation fig- 
ele than publish the thinking Crawfie’s 
ible. E. 

























abolition has risen from 54% to 66% ir 
Mori polls. Tory opposition, which come 
from most Tory GLC councillors anc 
some MPs, has not reached the point 
where it threatens Mr Jenkin's bill in. he 
commons, but might delay it, perhaps 











The result has been much flying of - 
kites, all suggesting new ways to give the 
capital some new umbrella organisation. 
after the GLC has vanished; largely as a 
sop to bruised Tory egos, but also be- 












































































rage TT 
inve fo 25th 











range priu thé. GLC-in- 
o the purely cosmetic: 
government suggests a ''grand 
ee” of the 84 London MPs. Like 


nt legislation and act as a delib- 
forum for London affairs. It 
e no powers. And no point. 

ly, or in addition, there 
a statutory incorporation of the 


lar Scottish committee, it would 


. the average age of those who died in | 
. Wakefield was 74 and six of the victims 
B were in their late akne | 


There were about 12,000 cases of this 


ir E sort of food poisoning last year, only 49 
`“ of them fatal. The same meal served ina 


trendy restaurant to a healthy clientele 
might well have caused rio deaths. | 

But if 27 people had died in such a 
restaurant all hell would have broken 
loose; which—the promised public in- 
quiry notwithstanding—it has not. Hos- 
pitals, since they are Crown property, 
are above the law in some crucial re- 
spects. The local authorities’ environ- 
mental health officers and the Health 
and Safety Executive's inspectors can 
enter a hospital and tell the administra- 
tor he is breaking the law; but they can 
do no more. The hospital management 
will eventually put things right, but only 
when it can afford to do so. 

The problem extends to more mun- 
dane infections. The Infection Control 
Nurses Association thinks that, at any 
one time, one hospital patient in 10 is 
suffering from an infection acquired in 
hospital. And 11 leading London hospi- 
tals now have outbreaks of a resilient 
strain of a bug called staphylococcus 
aureus, which has hardly been seen since 
the late 1960s. The main cause of infec- 
tion? Unwashed hands, savs the associa- 
tion's Miss Elizabeth Jenner. 

One public-spirited organisation | is 
about to jump to the rescue. The Trades 
Union Congress is launching a campaign 
to expose the risk to patients from shod- 
dy work-practices. But. alas, the eagle 
eyes of the health union narks will fall 
only on profiteering private contractors 


and the low standards that unions be- 


lieve they are bringing to the NHS. In 
glass houses, throwing stones. 


long to the rival Association of London 


Authorities. And a forum of the boroughs 
might eventually blossom into another 


GLC, not even directly elected. 


@ All possible powers could be delegat- 


ed down to the borough level. Those left, 
both administrative and planning, would 
be handled by a small unit of officials at 


County Hall working in (so-called) part- 
nership with the London directorate at 
the environment department. Stripped of 
political supervision, County Hall would 


Operate as an outpost of Whitehall. 


@ More radical is a proposal, put for- 
ward by a group of GLC Tories, to re- 
establish London- wide elections for, say, 


lised industries, asking for their com- 
ments on a new statute to transcend the 


hodge-podge of law under which they 
currently operate. The chairmen’ suspect 


a fundamental shift in power is afoot. 
They are right. | ۱ 

The new legislation would provide a 
(straightforward?) framework to cover 
each industry's financial affairs, account- 
ing procedures, board. appointments and 
asset disposals (privatisation, after all, is 
the aim). Why the fuss? The treasury 
already calls the shots. It determines the 
external financing limits (EFLs) and re- 








turn on assets set each year for each 
corporation. Sponsoring departments, of- . 
ten "captured" by their industries, have _ 





little ability or will to resist. So legislation 
would merely clear up anomalies—for 
example, most industries are legally re- 


quired only to break even, vet strive {O © 


time the casus is belli isa Teaked letter from Es 
Mr Peter Rees, chief secretary at the 
treasury, to the chairmen of the nationa- 





meet EFLs and financial targets which ~ 


bear no relation to that de And d legisla” 


it with interest. Even i 
the. tre 











a dozen councillors with extremely limit- 

| ed responsibilities. Their rate precepting — i 

y powers would be subject to Whitehall and. { 

s their role would be largely consultative. 

< and representational. This could be allied 

to the partnership scheme above. ^ happe 
` None of these schemes need drastically; ©5 
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chairmen and board members if they 
disagreed with government policy (at the 
moment dismissal can only follow excep- 
tional dereliction of duty). 

@ A minister could order the privatisa- 
tion of any bit of a corporation he liked. 
Today some statutes imply that the corpo- 
ration should be kept entire. 

@ All the industries would abide by a 
standardised set of accounting rules to 
stop profit-making and loss-making cor- 
porations alike from sheltering behind 
accounting dodges. 

All of this should be praised. Sir Denis 
Rooke at British Gas has fought valiantly 
for what he believes in, delaying the sale 
of BGC's Wytch Farm and North Sea oil 
assets and aborting efforts to sell the high 
street showrooms. But Sir Denis was not 
elected—and, though relying on the letter 
^f his statute, he was in effect defying the 

vishes of the elected government. 

Forty years after the industries were set 
up it may seem odd that some govern- 
ment has not made chairmen come to 
heel by requiring—in the style of Ameri- 
ca’s ambassadors—formal resignations 
after each general election. The reason. 
perhaps, is that the field of folk ready to 
take on such a job would halve, or the 
price double. 

The omens are not good for the chair- 
men. Their best defence is that the new 
legislation will encourage ministers to 
interfere in the nationalised industries 
despite the dogma that they be run at 
arm's length as commercial bodies. The 
answers to that are that too many of the 
corporations are not being run as com- 
mercial bodies, and that ministers inter- 
fere anyway. The only reliable route to 
commercial independence lies in the pri- 
vate sector. 
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Child benefit 
Family finance 


Angry squawks last week from the Dis- 
ability Alliance at the news that Dr 
Rhodes Boyson had been whisked away 
from chairing one of the four social secu- 
rity reviews—on children and young per- 
sons—to the number two job in the 
Northern Ireland office, just when he 
might have been expected to be getting to 
grips with the intricacies of child benefit. 
Didn’t this show, grumbled the alliance, 
that the prime minister did not take the 
whole exercise very seriously? 

Well, no. The review's new chairman is 
Mr Norman Fowler, secretary of state for 
health and social security. This particular 
committee seems to have got star billing, 
which is not surprising. Mr Fowler is in 
charge of some of the treasury's worst 
public spending headaches. Social securi- 
ty benefits already account for nearly 
30% of all public spending, and the 
proportion is rising. Money spent on 
income support for children and teen- 
agers is probably the main target for his 
savings drive. 

When the tough Mr Boyson was put in 
to chair this review instead of the more 
tender-hearted Mr Tony Newton (anoth- 
er social security minister), it was widely 
assumed that the government was gun- 
ning for the £4 billion a year spent on 
child benefit. Unlike the other big univer- 
sal benefit, pensions, child benefit is not 
"earned" through national insurance con- 
tributions. In 1977, it replaced child tax 
allowances which, by definition, benefit- 
ed taxpayers only. Being untaxed, it is, in 
effect, worth most to those who pay tax at 
the highest marginal rates—and least to 
the poor on supplementary benefit, as it is 
counted as income in calculating their 
entitlement. 

So how can child benefit be related 
more closely to income? Taxing it has 
always looked tempting, even to Labour's 
social services spokesman, Mr Michael 
Meacher—although he would like to see 
the benefit trebled first. But almost every 
family which receives child benefit also 
pays tax. A decision to tax (gain to the 
treasury: about £1 billion a year) would 
mean a cut of 30% in its value. The 
500,000 households which both have chil- 
dren and pay tax at higher rates would 
lose even more. And while the mother 
would continue to draw the benefit, the 
father would in most households shell out 
the extra tax. 

SO, in the treasury at least, enthusiasm 
for taxing has cooled. The review is still 
likely to hunt for some sort of selectivity. 
One option might be to tax the benefit as 
part of wives', rather than husbands' 
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earnings. That would mean less net bene 
fit for employed wives, and no change for 
those who stayed at home. Politicians 
might like it, but it would increase the 
numbers of occasional taxpayers and so 
irritate the inland revenue. Anc 1 
could be to split the benefit into a univer- 
sal lump sum and means-tested top-up. — 

There is no painless answer. A univer- 


tive one without making enemies anc 
losing votes. 


Whitehall 


No possible blame - 
whatever | 


| 
Should Britain’s top civil servants and 
senior military officers find it quit 
easy as they do to retire with an inflation- 
proofed pension into lucrative private- 
sector directorships bought with their 
Whitehall experience and contacts? The 
house of commons treasury and a 
service select committee thinks not. 
There is cause for public concern, it said 
in a report this week which argued that 
Whitehall’s system of self-policing is “tilt- 
ed too much in the direction of move 
and too little in removing the suspicion of 
impropriety", and recommended “sigil 
cant tightening” of the rules. 

Half of all permanent secretaries 
(Whitehall's top mandarins) seek approv- / 
al to take outside appointments after they 
retire, most of them in their own fields. 
Well over half who apply from the minis- 
try of defence (mainly among the service 
top brass) want to work for defence 
contractors. A similar proportion of those - 
from central departments such as the 
treasury want jobs in finance E 
commerce. 21 

The committee's questioning of a num- 
ber of the most celebrated leavers 
brought forth some fascinating 
information: EP 
6 Lord Hunt of Tamworth revealed that - 
he had been recruited to chair the Lon- 
don branch of the French Banque Nation- - 
ale de Paris in July, 1979, while he was - 
still secretary of the cabinet (and thus the — 
guardian of Britain's most secret secrets); 
and that the recruiter was the then gover- 
nor of the Bank of England, now enno- - 
bled as Lord Richardson. 

@ Sir Patrick Nairne, a former perma- 
nent secretary of the department of 
health and social security, said he had not 
thought it would be right for him to take a 
job in the pharmaceutical, medical equip- 
ment or tobacco industries. He actually 
became the head of an Oxford college. 

6 Sir Frank Cooper, formerly perma- 
nent secretary of the ministry of defence, — 
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۱ Hunt: the French got him 


- justified his directorship of Westland on 
the grounds that it is the only British 
- helicopter manufacturer and exports a lot 
of helicopters, both civil and military, and 
that he would never have tried, or been 
asked by Westland, to influence the min- 
- istry of defence. 
` © General Sir Harry Tuzo, who was 


_ deputy supreme allied commander, Eu- 
— rope, until 1978, wrote to Lord Wein- 
stock, the head of GEC, suggesting him- 

- self as chairman of Marconi Space and 


` Defence Systems Ltd. Lord Weinstock 





Mr Kenneth Clarke, the health minister, 
was (in his own words) frankly surprised. 
On the one hand hospital waiting lists, 
the politicians' favourite health statistic, 
were down by more than 20,000 from 
725,865 in September, 1982, to 703,555 
last September (the latest figure). And 
word was that the next batch of numbers 
would show a further fall, making useful 
|  speech-fodder for the Conservative par- 
"| tyconference. Then, damn it, the British 
Medical Association (the doctors' union) 
surveyed three quarters of English and 
Welsh health authorities and this week 
said that hospital waiting times in six 
major areas of medicine had gone up by 
an average of 20% between last April 
and May. 

There was worse. Earlier this month, 
the Labour party's shadow health minis- 
ter, Mr Frank Dobson, accused the gov- 
ernment of having fiddled the figures of 
waiting lists. Had they now been found 
out (as the Guardian, for one, claimed)? 
Alas, no. The figures should have sur- 
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duly obliged. 

@ Sir Brian Tovey was given permission 
to become, in December, 1983, a non- 
executive director and consultant with 
Plessey Defence Systems on condition 
that he did not act on behalf of Plessey in 
any dealings with the government's top- 
secret communications headquarters at 
Cheltenham (GCHO), of which he had 
been director until two months 
previously. 

The select committee makes no criti- 
cism of any individual. It concludes that 
"a complete ban on movement from the 
public service into the private sector is 
neither desirable nor necessary, but we 
do think there is room for providing more 
assurance than the system does at present 
that justice is done”. 

Rules to regulate public servants taking 
private posts have existed since 1937. In 
1977, and again in 1981, parliamentary 
committees have recommended changes 
to tighten the procedure. Successive gov- 
ernments, both Labour and Tory, reject- 
ed the most important of their recommen- 
dations. At present there is a committee 
on these appointments to advise the 
prime minister. It is chaired by Lord 
Diamond, a former Labour cabinet min- 
ister and includes Lord Trend, a former 
cabinet secretary, Lord Barber, a former 
Tory chancellor, Lord Cameron, a for- 
mer chief of the defence staff and two 
industrialists. From now on, says the 
select committee, it should also include 
two senior back-bench MPs. 

Other toughening-up measures recom- 
mended include: an increase from two to 
five years delay in taking up outside 


Queueology: a minister's guide 


prised nobody. But queueology is à 
tricky subject. 

Hospital waiting times, which the 
BMA measured, have nothing to do with 
hospital waiting lists. Here's why: 

@ Once your doctor has decided you 
need to see a hospital specialist he will 
try to get you an appointment. The time 
it takes to get to see the specialist is, in 
the jargon, hospital waiting time. 

@ If, once you have seen him, the spe- 
cialist decides you need hospital treat- 
ment, you will be put on the waiting 
list. 

The busier a hospital doctor is, the 
longer it will take before you get to see 
him, The number of in-patient admis- 
sions for treatment rose by over 5% last 
year, while day cases rose by 15%. They 
are unlikely to have fallen this year. So 
doctors are indeed busier, and it takes 
longer to get to see them in the first 
place: waiting times are up. 

Yet hospitals are treating their extra 
workload with such speed that, once the 








Cooper: no influence on old pals 


posts, which could be imposed by the 
prime minister on under-secretaries and 
above; a new code of conduct, with a 
written undertaking by civil servants to 
abide by it; and a cut in the pensions of 
civil servants who defy the rules. 

The problem for parliament is that the 
prime minister's chief adviser on its rec- 
ommendations will be Sir Robert Arm- 
strong, the present secretary of the cabi- 
net. Sir Robert has already given his own 
thumbs down to some of the select com- 
mittee's proposals. 


need for treatment is decided, there are 
fewer people at any one moment waiting 
for it: waiting lists are down. 

Now for the fiddle alleged by Mr 
Dobson, He found that in 1979 the 
department of health and social security 
instructed health authorities to omit peo- 
ple waiting for treatment as day-cases 
from the official waiting lists (in fact, this 
was just a reminder—hospitals were nev- 
er supposed to include them and most 
didn't). So waiting lists fell just because 
people were being left off them? No. 
That could not explain away the fall 
between September, 1982, and Septem- 
ber, 1983, because those figures were 
both calculated on the new basis. 

Still less could the DHSS instruction 
explain why waiting time has risen while 
waiting lists have fallen. The change was 
in the way waiting lists are compiled, and 
(once more) has nothing to do with 
waiting times for hospital appointments. 

In short, the government will still 
probably be able to boast—in good 
faith—that waiting lists are falling, and it 
will still take you longer to get to see a 
hospital doctor. Simple, really. 
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sar ing what 


Porque in markets 
evidence on old ideas, and 
-pure theory. As a result, the 


and universities has changed 

10 years or so. We hope these 

5 and help newcomers. They start 
| be put off. 


spending and of microeconomic 
measures to improve the. way 
markets worked. Nor were these 
notions wholly ignored by the 
prevailing orthodoxy. But its em- 
phasis remained heavily macro- 


economic, with a bias towards. 
` fiscal policy. While it got results, 


it was hard to challenge. 
The first signs of trouble start- 
ed appearing in the late 1960s. In 


the 24 rich and largely capitalist 
. Countries in the Organisation for 


Economic Co-operation and De- 
velopment (OECD), real gross 
national product had grown by an 
average 5376 a year between 1959 
and 1966; in 1967, growth slowed 
to 3.8%. Unemployment rose to 
ip 3% of the workforce, hav- 

25. been fairly stable at around 

/o for the previous five years. 

۱ pos figures on growth and 
unemployment look enviable 
now; at the time they were deeply 
تسیل‎ . Governments: re- 
sponded on standard Keynesian 
lines, increasing their budget def- 
icits. The response seemed to 
work: gnp in: the OECD coun- 


tries grew by 5.4% in 1968 and 


5.1% in 1969, while jobless rates 


۱ ic fell back. By 1970, however, gnp 



















ted to rise, the gov- 
ightened its fiscal policy 
sd interest rates a bit, and 
| subsided. ‘Externally, 





mom overheated and 


t deficit on the cur- 
iunt was a sign that the | 


i- growth had again slowed, to only 
i^ 3.1%, and the unemployment 


rate exceeded 3%. 
While growth was weakening, 
economies were showing another 







1964 and 19742100 
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growth | 
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idea that lower growt L 


slackéned, : .. Consi 
D coun- 
tries carried on rising to 5.6%. 


Governments were concerned, c 
but less about inflation than un- 


employment. They reflated de- 
mand again, and OECD gnp 
growth picked up to 3.676 in 
1971, 5.4% in 1972 and 6.1% in 
1973. Although that sounds im- 
pressive, the consequences were 
not. Unemployment was slower 
to respond; in 1973 it was still 
higher than it had been in 1970. 
But inflation was quick to rise, 
even though more governments 
were trying to contain it with 
wage and price controls. In the 
second half of 1973— before oil 
prices shot up—consumer prices 


in OECD countries rose at an. 


annual rate of 10.395. 

The inflationary surge and 
stubborn unemployment brought 
the Keynesian consensus to an 
end. That happened to coincide 
with two other developments in 
the real world that were changing 
the way that economists and gov- 
ernments thought: 

@ The quadrupling of oil prices 
in the northern winter of 1973-74. 
The rise was orchestrated by the 
Opec cartel, but market forces 
were anyway moving that way. 
Demand for oil had been growing 
faster than new discoveries for 
roughly five years, so prices were 
bound to rise. Economic growth 


fuelled by cheap energy was no- 


longer possible. — 

@ The floating of exchange 
rates. Inflation at anything faster 
than 2-3% was likely to strain dh 
system of fixed exchange rates 
agreed at the Bretton Woods 


conference of 1944, Countries... Go 
were not all inflating at the same selves 
pace, so their costs got out of infi 
ine--and more quickly when in 


Tougher for the OECD countries - 
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Governments had one last try A 


to keep their currencies fixed. At. 





the Smithsonian meeting in 
Washington in December, 1971, 
they agreed on a new set « 


exchange rates. Markets were 


quick to override them; within 
two years, the major currencies 
were all floating. 

The switch from fixed to flo: ^ 
ing exchange rates coincided wi 
a relaxation of controls on inter- . 


national capital movements. The 







world was suddenly. 
cope with the huge li 
es of Opec oil exporter m 
| d" back to 
borrowers in the OECD coun- 
tries and the developing world. 
The job was left largely to com- 
mercial banks and private 
With so much money sloshing 
about, exchange rates were 
bound to become more volatile. 
Money managers realised that 
they could win and lose millions - 
through hourly movements in ex- 
change rates that had previously 
not changed for years on end. 
They became far more sensitive - 
to macroeconomic policies that 
might cause exchange rates. to 
move. And they were particular- 


having to | 
id si 








ly sensitive to inflation, whi 


rose to an OECD average ; 
13.4% in 1974, with a spraw, 
among the seven biggest econo- 
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e 1973 difficulties were the logical 


quence of pre-1973 policies: 


ry. only when the damage done by 
those policies has been repaired 
will economies again blossom. 
_ This disagreement is usually 
presented in Keynesian-versus- 
monetarist terms, with each 
camp blaming the other for the 
economic failings of the past doz- 
as monolithic as it is made to 
sound. Nor-are they concerned 
just to re-fight old battles. 
Enough has changed in the real 
world for Keynesians and mone- 
tarists to find some common 
ground, and for new ideas to 
emerge that cannot easily be 
pigeon-holed, TP 
Take exchange rates as an ex- 
ample. Until 1973 the world had 
never known flexible exchange 
rates coupled with such a volume 
of internationally mobile money. 
The switch has opened up new 
fields for research. The factors 
determining exchange rates are 


erential effects of rising 
on. government revenue 
pending? The old certain- 
ought about by low infla- 
nd financial stability, no 
pplied. The times de- 
d fresh thinking. 


[970s marked a break 
postwar past, and 
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hat growth has been 
nflation faster and un- 
igher. Some econ- 

re see the pre-1973 

den age that could 

. governments re- 

۱6 same Keynesian 
Others argue that post- - 


low they do it 


without international trade, The 
neo-Keynesian view on capital 


LH b Truth in economics is never easy to establish, but the search for 


-] it takes three main forms: 5 e ۱ | 
۵ Theory through words. Until the mid-1960s, the main way 

|... for economists to communicate with each other was through the 
‘written word. The words were supplemented by diagrams, 


ae ranging from simple supply and demand curves through to more 
. complicated ones, like those dealing with international trade. 
Statistics were presented in tables or in time-series charts that 


|] tried to show links between, eg, money and prices. 


.... The object of the exercise was to develop theories about how 
the world worked. That involved some attempt to quantify the 
- effects of, say, a change in spending on growth and employ- 
urately. Writing in 1960, Professor Harry Johnson 
evitable that economic policymakers and com- 
iust rely. to a large extent on guessing at the 


of economic effects". Yet 11 years later, he claimed. 


ability to quantify and predict “now constitutes the 
mists' main claim to superiority as a profession over the 
neral run of intelligent men with an interest in economic 
s", Johnson's growing confidence was due to the rise of 

he other two methodologies: . E 
heory through mathematics. During the twentieth century, 
he verbal tradition in economics has gradually been superseded 
y the use of mathematics (and particularly calculus). Often this 
} just for convenience: to write C,=a+bY,.; is quicker than 
ting that consumption in a particular period is determined by 
me constant number plus some fraction of what income was in 
; previous period. Every subject, from cooking to nuclear 
physics, has its own shorthand. Non-economists must surely 

Ow e anything that makes economics less windy. 

However, mathematics is increasingly used for more compli- 


still only partly underst 


interest rates, prices, profits, etc. 
Keynesians in particular have 
had to adapt their views to the 
new world of floating rates. 
Keynes's major work, The Gen- 
eral Theory of Employment, In- 
terest and Money, was couched 
in terms of a closed economy 


are the ramifications for 


are treating the. 
the sum of nur 
bargains and th 
microeconomic fa 
fect such bargaining 
Few if any of the 
breaking. They. 


flows and exchange rates hasbor- that have 

rowed from non-Keynesian mon- lat ex 

etary (though not’ necessarily s 

monetarist) economists. The use i 

Of all those terms to describe 

various schools of thought shows 

that the Keynesian-monetarist 

distinction is usually too simple. - 
Unemployment is another area 

where economists have a lot. of 

new delving to do. In virtually a 

every OECD country, jobless 

rates are much higher than they 

were in the early 1970s. Slower 

economic growth is part of the 

explanation, no doubt. But re- 


though most of the : 
work can be expr 
and simple diagr: 


the relationship (if any) between variables t 
theorists believe to be linked. In princip e this is ol 
useful. But sceptics fear what they call “data-mining 
econometrics indiscriminately to establish t 
are then given a spurious significance. It be 
show an excellent econometric link between the 
cans in one year and gross domestic product 
year. But that is no guide to anything, unles 
explain how beer cans affect gdp. 5 aic 
Mathematics and econometrics now dominate the 
literature of economics and how the subject is 
advanced students. The change has failed to im 
distinguished economists. Professor Wassily L 
laureate in 1973, has analysed the articles i [t] 
Economic Review between 1972 and 1981. The table sf 
trend—and Mr Leontief did not like it. "Page after 
professional economic journals", he complained in a 
the American magazine, Science, “are filled with ma 
formulas leading the reader from sets of more or less 
but entirely arbitrary, assumptions to precisely 
irrelevant conclusions". | — y 
Younger economists—particularly academics 
criticisms but reject them. Most believe th 
developing in fruitful ways. They do not see 
ologies as a threat to the "real economics" of tl 
observation—only to the amateur economists who-h 
to keep up. > 


Articles published in the American 
. Economic Review containing: 

Mathematical models without any data 

Analysis without any mathematical formulation 
and data ۱ ۱ 

Statistical methodology 

Empirical analysis based on data researched 
by author ۱ 

Empirical analysis using indirect statistical 
inference based on data published or 


` researched elsewhere 


. Empirical analysis not using indirect statistical . 


inference based on data researched by author 


inference, based on data 


2 Empirical analysis not using indirect statistical 
` Empirical analysis based on artificial 


simulations and experiments 
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Israel's new government _ 


is drifting into economic chaos. 
on is running at an annual rate of 
han 400%; foreign exchange re- 
have dropped below the central 
floor level of $3 billion (equivalent 
ee months of basic commodity 
and the shekel is now simply 
oney. Mr Shimon Peres’s new 
nment met for the first time on 
mber 16th, with the economy at the 
of its agenda. The cabinet is con- 
szd Israel's salvation lies in austerity, 
ided about how to introduce it. 
isters need quickly to agree to 
tions in government spending. The 
ed States says it will not give Mr 


the emergency aid he wants to bail 


, out his country until the government 
_ tackles the overspending which got Israel 
into this mess. Earlier this week, the 
. Reagan administration rejected as inade- 


. quate a proposed $1 billion in spending 


... Cuts, because Israel's problems are get- 
.. ting worse daily. | 
... Tax revenues are falling in real terms, 
but government spending is unrestrained. 
he caretaker government which preced- 
paid its bills from the print- 
e s. In the first week of Septem- 
رب‎ the government created nearly half 
-. as many shekels as it had in the whole of 


JERUSALEM 


August. The plummeting shekel now 


stands at around 400 to the dollar. On the 
black markets the Israeli currency is even 


cheaper as people rush to put their sav- 
ings into hard currency. On official mar- 
kets, Israelis bought twice as many dollars 
in the first half of 1984 as they did in the 
first half of 1983. ۳ 
_ At mid-week the new finance minister, 
Mr Yitzhak Modai, was negotiating with 
his fellow ministers, employers and the 
giant Histadrut federation of trade unions 
(which represents many of the country’s 
businesses as well as workers). The start- 
ing point of the negotiations was a four- 


. point recovery plan based on: 


6 A 10% cut in real wages. The Hista- 
drut promptly rejected any attempt to 
tamper with its cost-of-living indexation. 
But it seemed ready to agree to a compro- 
mise proposed by Mr Peres: a 10% levy 
on all wages and incomes (including the 
profits of companies and the self-em- 
ployed). Mr Peres wants the levy to begin 


next month. The prime minister has sug- - 


gested that the government might soak up 
more cash in November through manda- 
tory loans, scaled according to income. - 

Q A wage-and-price freeze. The employ- 
ers are dragging their heels here. They 


.Say they want the government to stop 


S rael :a state of disgrac eU ; 
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spending. The fact that the Lab: 
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minister, Mr Ariel Sharon 
members of the five-man inn 
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` Buy schlock while money lasts 


by, among other possibilies, reducing 
teaching hours and abolishing free sec- 
ondary education. Secondary students 
might be made to pay an average of $500 
a year for their education. The subsidies 
now paid on foods and utilities will cer- 
tainly be cut. This week, the government 
took a first step by raising real electricity 
prices by about 30% and postal rates by 
6096, both backdated to September Ist. 

With such austere policies, the betting 
is that Israeli unemployment will double 
from today's 5%, and the country’s 
growth will be quashed. But that is better 
- than the alternative. Without an agre 2- 
ment that will bring government spending 
back under control, the Israeli economy 
will remain ridiculous. 

The ultimate arbiter of disputes within 
the Israel government over spending cuts 
may prove to be Mr George Shultz, the 
American secretary of state. In fiscal 1985 
(October, 1984, to September, 1985), 
America plans to give Israel $2.6 billion 
in aid. Mr Modai is asking for more, 
including a partial moratorium on debt 
repayments, advance payment of a lump 
of fiscal 1985 aid and a one-off grant of 
around $1 billion. So far, Mr Shultz has 
said no. 


Steel 


Volunteers for 
compulsory quotas 


WASHINGTON.OC 





“T don't think there is such a thing as a 
right decision . . . but we have come aw- 
fully close." So said Mr William Brock, 
America's special trade representative, 
on President Reagan's plans to afford the 


70 


domestic steel industry some protection 
from cheap imports. By rejecting a rec- 
ommendation from the International 
Trade Commision (ITC) to put tariffs and 
quotas on 70% of imported steel prod- 
ucts, Mr Reagan can claim that he is still 
committed to free trade. But he is also 
committed to humbug. By telling Mr 
Brock to negotiate new “voluntary re- 
straint" deals with those countries whose 
steel exports are growing fastest, he has 
given America's steelmakers most of the 
protection they wanted. 

Mr Brock has 90 days to strike a hard 
bargain with countries whose exports 
have increased "excessively and unfair- 
ly". Brazil, South Korea and Spain have 
been singled out for special mention. If 
they do not agree to "voluntary" re- 
straints they will be subjected to compul- 
sory ones. The import quotas—voluntary 
or otherwise—are supposed to achieve 
what the administration calls a “market- 
determined import penetration of ap- 
proximately 18.5%". Mr Brock says the 
figure is merely a negotiating target, but, 
if achieved, it would represent a sharp 
reduction from the level of import pene- 
tration that the market is actually deter- 
mining. As the dollar soared in July, steel 
imports increased to 33% of America's 
domestic market. The average market 
share of steel imports for the first six 
months of the year was about 25%. 

On top of the 18.5% level for finished 
steel products, the administration wants 
to restrict imports of semi-finished slabs 
to 1.7% of the market. In effect, the 
president has imposed a 20% import 
quota without calling it that and coun- 
tered Mr Walter Mondale, who has prom- 
ised to hold imports to 17% of the mar- 
ket. About 5m tonnes of steel now 
imported into America will be diverted to 
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Now, vote Republican 


a glutted world market. 

A 20% quota is less than Big Steel had 
wanted. Pittsburgh supports a bill in con- 
gress which would limit imports to only 
15% of the market. None the less, steel- 
men are thrilled by Mr Reagan's moves. 
Each 196 share of America's steel market 
adds or subtracts between $400m and 
$450m from the American domestic in- 
dustry's annual sales. So a reduction from 
25% to 18.5% is worth between $2.6 
billion and $2.9 billion a year to them. 
"We want to express our deep apprecia- 
tion to the hundreds of public officials 

. . who have consistently supported the 
industry", said Mr Donald Trautlein, the 
boss of Bethlehem Steel. Mr David Rod- 
erick of United States Steel, the country's 
biggest steelmaker, hinted that the indus- 
try would drop its support for the protec- 
tionist steel bill in congress, at least until 
the 90 days of bargaining were over. 

America's industrial trading partner: 
are opening those 90 days prepared for 
appeasement, mostly at the expense of 
third-world countries. The EEC commis- 
sion in Brussels said it was ready to 
negotiate an agreement on limiting steel 
tube exports. Canada's trade minister, 
Mr James Kelleher, supinely says the 
decision "reflects a firm commitment to 
resist protectionist action". Even Japan, 
whose steel exports were 74% higher in 
July than they had been in a depressed 
July, 1983, praised the president for re- 
jecting the ITC recommendations. 

Most of the burden will fall on Brazil, 
South Korea and newly-industrialising 
countries. America already has “volun- 
tary" agreements with Japan, the EEC 
and Canada. Between them, their market 
share was 14% in the first half of 1984. 
The administration says it will not try to 
reduce it (though it will ask the EEC to 
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In : an industry prone to exaggeration, 


eal means that it is getting rid of 
he: A300 “white tails"—unwanted 








m-—that are parked on the tarmac 
ulouse; it is invading a territory 
| regarded by the American manufactur- 
me ers as their own, one which accounts for 
a third of the world's traffic; and it is 
challenging Boeing and McDonnell 
- Douglas to develop new-technology air- 
1 liners to match the A320. 
- This may be a breakthrough. At pre- 
|] sent, only Eastern, Northeastern and 
dq Capitol operate Airbuses in America. 
|]. Pan Am is the nearest America has to a 
A Pagea f 
















ying. airline. Until now its fleet 














l k the موی اب‎ industry i is 
à gambling game played by three—Air- 
bus, Boeing and McDonnell Douglas. 

Of the three is bound to lose its 
shareholders’ shirts because no single 
r of the market is big enough to give 
rofits to them all. 
If aerospace were governed only by 
commercial rules, the loser would long 
ago have been Airbus, which shipped 
`. only 57 aircraft in its first five years of 
deliveries. But Airbus is fostered by 
| . European governments, which indirectly 
_ own most of the consortium. They value 
aerospace for employment and for spin- 
- offs from its technology. Théy fear that 
| without Airbus the United States would 

. abuse an airliner-making monopoly. 

wo: American companies’ subsi- 
form of government re- 
and military contracts— 
ar the level of Airbus's. 
lifficult to match the 
by ‘Airbus’ s deal with 
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dirbus has pulled off a genuine coup. 


ith no airline symbols painted 


ing to Boeing's best guess. 
"agrees. It estimates that the non-commu- 
nist world will need to buy about 7,800 
aircraft (excluding those with fewer than 
80 seats) by 2002 at a cost of around $440 





1984- 2002 
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-Latin America 40 


FE Î — North America 43 







Total 17,832 units 


Airbus Industrie, an aircraft-making consortium kept aloft by 
vill and ا ا‎ subsidies, has reduced Boeing’s dominance 

nning orders from Pan American World Airways. Fair 
nfair, i more competition is better than none. 


Pan Am—especially the threat of the 
150-seat A320 to come. 

The idea of a 150-seater was sparked a 
decade ago by the calculation that air- 
lines would fly more frequently to more 
places, and so would need more—but 
not necessarily larger—aircraft. But it 
costs around $2 billion to develop a new 
aircraft, even for Boeing, the world's 
most efficient airliner-maker. That mon- 


ey will not start to be paid back until 


about five years after it is first commit- 
ted. It will not be recovered for another 
five or 10—and then only if the aircraft 
sells quickly enough to surmount interest 
payments and other costs. 

Boeing has some years still to go 
before it can recover money on its single- 
aisle, narrow-body 757 and the twin-aisle 
767, both of which came into service 
within the. past two years. McDonnell 
Douglas has not had an entirely new 
aeroplane since the DC-10 came into 


service in 1972, but until this year it had 


made losses in its commercial division. 
Boeing claims its 737 series (more 
derivations are promised) will do the job 


of the A320 at a cheaper purchase price. 
‘McDonnell Douglas says the same of its 


MD-80 series, derived from the DC-9. 


. They could be right: the Boeing 737-300 
(the latest version) now has 129 orders 
and this week McDonnell Douglas an- 
nounced the sale of six MD-80s to Scan- 
dinavian Airlines System for $150m, 
¿which brings the total number of MD-80 


orders and options to 465 (the DC-9 sold 
976). But the Pan Am decision must dent 
their confidence. Demand for air travel 


over the next 10 years will grow by 


between 4.1% and 5.796 a year, accord- 
Airbus 


billion. Of these, it reckons 1,280 or 


a Airbus 
(8) Total no: of att 
j'- Africa 5 En iion & 
Middie East $ 
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The machinations should be 
prise. Political pressure and cre 
nancing have won Airbus order: 















thought were its own. And Airbus 
members that in 1979, when it had 
shaken hands on the sale of the A310: 
TWA, a high-rolling Boeing executive 
pinched the order by promising to p: 

TWA $20,000 a year for each percentage 
point by which the 767 exceeded its- 
guaranteed fuel-burn. The- agreem 
with Pan Am is still just a letter of. intent 
and Pan Am is still losing maney: | 
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M SKorea 71% |= 8 


one of the last an ae 8 fs lo‏ تس 
zd mE. in Europe. Spaniards now |‏ 


۱ ye 
‘freer financial - 


fed in vue | 


the warming trays of McDonald's, Bur- © 
“| ger King and Wendy's. The. rush is - 
< | discriminating. Spaniards still do not like 
` ‘fried chicken, and pizza parlours have 
never really caught on. Spain's fast-food 
weakness is for hamburgers, mainly in 
the tourist areas on the Mediterranean 
.€oast and in the big cities like Madrid 


and Barcelona. 


Few adult Spaniards would argue that . 


hamburgers actually taste better than the 
assortment of squid, anchovy, ham, 
cheese and other tapas that their parents 


ate for a quick meal. They like the fast 


food chains because they are cheap, 


quick, comfortable and easy to take the 
_ kids to. Spain’s traditional two-to-three- 


hour lunch-and-siesta break is being 


.eroded. The playgrounds and ample 


seating offered by the hamburger chains 
are appealing in contrast to both the 


` formality of a traditional Spanish restau- 


rant and the sawdust of the tapas bars. 
With profit margins of 15-1676 on fast 
food, the American chains who domi- 
nate Spanish fast-food markets do not 
worry too much about why the Spanish 
buy their burgers. Burger King. longest- 
established of the American fast-food 
chains in Spain, now has 19 restaurants 
in Madrid. Sales in the financial year to 
last April 30th were $10.7m, which was 
35% up on the previous year. Wendy's, 


© which came to Spain in 1980, five years 


after Burger King, now has 11 outlets in 


Korea last year. 


Even China, with whom Japanese 


trade is increasing but balanced, is vexed. 
Despite the growing economic interde- 
pendence of east Asia, countermeasures 


Japanese net trade 
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against Japan are becoming popular: | 

@ South Korea is tightening curbs em. 
imports of 1,200 Japanese products. . 
waited to announce this until after. its. * 










president, Mr Chun Doo Hwan,.had : | 
returned from a visit to Japan marked by 
gushing expressions € i 


Earlier this year, Japan 


steel fom. poor countries, inis; eviving a 

4.9% tariff for exactly the specialities of - 
Posco; South Korea’s most eager steel. = 
exporter. — 
@ China has said it will ban imports of 
electronics dra vicina Puch that refuse | 




















NOW WE ARE ONE, 
WE HAVE THE POWER TO MOVE THE WORLD. 


As separate businesses, Perkins and Rolls- 
Royce Diesels International operated at opposite 
ends of the power spectrum. 


Now, in 1984, we have become one business. 


This combines Perkins, the world's leading 
manufacturer of ultra-reliable 50-500 h.p. diesel 
engines and Rolls-Royce Diesels renowned for 
a high quality 200-1200 h.p.range. 

Together our comprehensive 
range covers over 90% of the 
world's volume requirements. 
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Perkins 


Engines 


And, just as importantly, this wider range 
is supported by over 4,000 qualified parts 
and service outlets, worldwide. 

All of which provides diesel customers, right 
across the world, with a superior choice of 
power and superior back-up from one efficient 
and reliable source. 

Which makes us a unique, 
but logical combination. 

With the power to move the 
world. 





CHOOSE YOUR PROJECT BANK 
NOT ONLY FOR ITS RESOURCES, BUT FOR 
ITS ABILITY TO ORCHESTRATE 


THEM ON YOUR BEHALE 
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concert with our bankers to 







There are only a handful 
Se of banks in the world 
۱ which have what it takes 


design a proposal which 
7*.. is perfectly tuned to 
to perform a lead role in project À y) ) your needs and accu- 
financing. Because very few banks ۱ / rately reflects the risk 
have the finely | fy profile of your project. 
tuned financial and ® à; i These specialist teams 
technical expertise to Y within our Merchant Banking 


originate a tailored finan- 


À Group form a Project Finance 
cial proposal, as well as a as 


unit whose professionalism 


capital base large enough to TE A ANE و‎ isunexcelled, and whose per- 

make the major loan commitments | 3 SES formance has made 

required for world-scale projects. Bank of Montreal a respected 
At Bank of Montreal, layer in the international 

we've compiled an enviable / fence community. 

record in international project Their mobility, co-ordi- 


finance, not only because we ۲ aa nation and in-depth 


have these resources, but because knowledge of strategic 
of our proven ability to orches- markets allows 
trate them professionally in a them to bring a global 
creative risk-sharing arrangement perspective to your specific 
which best fulfills the objectives requirements. e 
of both lender and borrower. Contact your 

Bringing into play their Bank of Montreal Account Manager, 
formidable knowledge of or Project Finance, Merchant Bank- 
resource extraction, delivery and ing Group, First Canadian Place, 


marketing, our engineers act in Toronto, Canada. Telex: 06524041. 
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INTER: CONTINENTAL SERVICE 

An oasis of tranquil comfort 

with unmatched business facilities 

for demanding international travellers. 
That's another Inter-Continental advantage. 


IN THE MIDDLE EAST THE ADVANTAGE IS INTER: CONTINENTAL 
O ۲ ۸ 1 ۲ 6۰ 0۵ ۸ ۲ 1 لا‎ ۴ ۸ ۲ ۸ ] HOTELS 


Inter* Continental Hotels have long been established throughout the Middle East in excellent locations, offering fully equipped business centers and complete 
facilities. Each hotel provides extensive experience, impeccable service and local knowledge to satisfy all your needs. Abu Dhabi * Al Ain * Amman (Jordan) 
Bahrain (The Regency) * Cairo (Semiramis) + Dubai + Kabul‘ Karachi * Lahore * Makkah * Muscat * Peshawar (K hyber) * Rawalpindi * Riyadh * Taif (Massarrah). 


INTER: CONTINENTAL? More than 80 superb hotels around the world 


CREDIOP 


> CONSORZIO DI CREDITO PER LE OPERE PUBBLICHE 


PUBLIC Lı LAW CREDIT ‘INSTITUTION 


. ESTABLISHED IN 1919 


. CAPITAL AND RESERVES 
. LIT. 651,769,545,530 - 


` PROVISIONS AND OTHER FUNDS 


` LIT. 1,261,320,079,512 
` LOANS OUTSTANDING 
- LIT. 19,017,010,608,036 


—— LOANS TO INDUSTRIAL, 


` COMMERCIAL AND SERVICE 


.. COMPANIES 


` LONG-TERM LOANS 
.. TO PUBLIC AUTHORITIES 
.. AND THEIR AGENCIES. 


. EXPORT CREDITS 








تسس سس 
HEAD OFFICE:‏ 

ROME 

VIA QUINTINO SELLA, 2 

TEL. 06-47711 

TELEX 611020 CRDPRO | 


REGIONAL OFFICES: 
MILAN 

CORSO EUROPA, 12 
NAPLES 

VIA MEDINA, 40 

BARI 

VIA. ROBERTO DA BARI, 119 








ASSOCIATED COMPANIES 


AFIN S.p.A. 


ROME 


CREDIPAR S.p.A. 
ROME 


PROMOTIO S.p.A. 
MILAN 
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| ailand's. trade talks with Japan were 
broken. Mir in pen The Thai commerce 





eae loan. Buti it is is indig- 






of Filipino whale meat on 
۱ ‘that its fishermen may be Violat- 

ing the rules of the International. Whaling 
Commission (IWC), while Japan itself is 
the biggest breaker of [WC rules. — 






Japan does not improve its image by 


being stingy with overseas aid. It gave 
0.3376. of its gnp in loans and grants last 
year, compared with the international 
target of 0.7%. For a nation which is 
headed for a $25 billion-$30 billion cur- 
rent-account surplus this year, and which 
: Spends only around 1% of its gnp on 
‘defence, this is rated mean. > 
Japan is embarrassed by criticisms from 
. its neighbours. The Japanese prime min- 
ister, Mr Yasuhiro Nakasone, toured 


* South-east Asia. last year to try to make 


r. More recently, he told 










putting together a 
al measures to please 
nis could include tariff 
"d ; ural and. forestry products 
from ‘Asia, and an extension of Japan’s 
. "general system of preferences” (lower 
i tariffs for less-developed countries). 
-The blame for recent aggro should not 
all go to Japan. Many would-be Asian 


exporters moan about Japanese quality: 


requirements rather than try to meet 


them. Still, Japan is also to blame for. 


protecting the sectors in which Asian 
developing countries most want to boost 
exports: agriculture, fisheries, textiles, 
| clothing, shoes, steel and petrochemicals. 

. . South Korea is fast becoming strong 
` enough to take on Japan at its own game. 
Like Japan, Korea has to import all its 


< raw materials and export manufactured - 


` goods. It sees its best hopes in increasing 
exports of steel, ships, heavy machinery 


and, soon, electronics and cars. No won-- 


۱ der Japanese firms do not want to co- 
Op rate with their Korean counterparts in 
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Japan has the gall to prohibit: 


of international trade. 


Schlumberger/Sedco ' 
; Buy now, profit later 


NE W YORK 


The enthusiasm for mergers in the oil 


business has. spread to the oil services - 
industry. Schlumberger, the biggest firm. 


in n the Bec. ids re offe ed $ de : 


is the tichest-ever à among oil sala m- 


y^ panies, Schlumberger has not been the 
only firm to go shopping while the market un. 


and profits of oil services are depressed. 
Oil service companies’ profits rose with 
the 1979-80 oil-price increases, 
sagged in the 1982-83 oil glut. The num- 
ber of active. oil drilling rigs, the key 
indicator of demand for oil services, fell 
in North America from 4,700 at the 
beginning of 1982 to 1,800 in April, 1983. 
Since then, drilling has gradually recov- 


ered: the North American rig count was 


2,438 in mid- -September. So oil-services 
companies feel they should now buy 
quickly before the bargains disappear. 
Schlumberger (which has offices in 
both Paris and New York and is incorpo- 
rated in the Netherlands Antilles) is usu- 
ally wonderfully profitable. Its revenues 


rose from $2.7 billion in 1978 to 8 


billion in 1983. Although profits fell by 
2076 last year to $1.1 billion (the first fall 
in two decades), Schlumberger still made 
a 20% return on turnover—nearly twice 
the industry's average. But the company 
could be made vulnerable by its narrow 
business base. Last year, 62% of its 
earnings and 95% of its profits came from 
oil services. “Wireline services" (ie, shov- 
ing electronic equipment down wells to 
see if there is oil or gas in the surrounding 





a Britain’ S. Mr Robert Maxwell has decid: 
 .ed that he wants to add the oil service 
_ business to his other activities—chair- 
مق‎ of the BPCC printing and magazine 
| mini-conglomerate, chairman of the Ox- 
^ ford United football club and recent 
purchaser of Mirror Group Newspapers. 
This week he made an offer for an oil rig 
construction yard, RGC Offshore. He 





. month ago to sell it to Sir Nigel 





` held out for more in the first place. RGC 








then 


Will not get it. British Steel, which owns. 
Fife-based RGC, contracted more than a 


Broackes" T rrafalgar House, who will 
; “Sir Nigel بح‎ turned down Mr 
Maxwell s offer to pay £1m more than. 
| the f£15m price agreed with British Steel; 
which suggests: that BSC: should: ‘have 


E will fit i in neatly with: ‘Trafalgar Houses's. 
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iary: sli be nc $450m t this ye: 
better than the year. before | 
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its sold management, “Briti 
ers, specialises in floating, “ser 
mersible" used in oil explorati: 
other subsidiaries—Cleve and 
and Redpath 4 | 
building rigs and. 
RGC is one of Brit: 
ful builders of jackets 
which the topsides of. productior 
forms rest. The Trafalgar plar 
restructure all their offshore cot 
tion activities into a single division 
be run by RGC's boss—although 
Nigel now says that 25% of RGC^ 
sold to the Anglo-French: firm H 
Doris, which also has its own rig-build: 
vases: ۱ ۱ 
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Sem iconductor, then one of the world's 
) chip makers. Fairchild has lost 
noney ever since. Schlumberger has re- 
cer sene achieved better results by concen- 
*. ating on businesses that it already 
knows something about. This February it 
pa id $440m for a 50% stake in the North 
re merican business of Dowell (it already 
p? WT 50% of Dowell's international as- 
mo. This will increase Schlumberger's 
ake in the esoteric business of encasing 
rill pipes in cement sleeves. 
۲ Sedo, whose revenues were $560m 
das AS year, should boost Schlumberger’s 
arnings from oil rigs to around 15% of its 
n irnover. Schlumberger now gets less 
| than 5% of turnover from its existing 
ing subsidiary, Forex Neptune. Sedco 
is one of the richest drilling companies 
ause it negotiated a crop of long-term 
co ontracts during 1981 when hiring a rig 
i- around $90,000 a day; the rate is now 
- around $20,000. Sedco's profits will fall 
` when these contracts are renegotiated. 
: Schlumberger expects Sedco to depress 
its earnings for three years. Schlum- 
berger, which barely made a dent in its 
- $3.2 billion cash pile when it bought 
Sedco, can afford to be patient. 
Schlumberger's American rivals have 
been shopping too. In July, Gearhart paid 
$335m for Geosource, a company which 
performs seismic analyses for oil explora- 
tion. Though the purchase was part of 
Gearhart's defence against an unwanted 
takeover bid by another oil services firm, 
Smith International, it made a virtue of 
necessity by marrying Geosource's seis- 
mic skills with its own wireline business. 
Litton Industries bought Core Labora- 
tories, which analyses the geology of oil- 
_ bearing rocks, for $190m in February. 
` Then, in August, it paid $11m for Petro- 
| physical Services (total staff: 25 people), 
which makes measuring equipment for oil 
Service companies. Southern Natural Gas 
(Sonat) bought Teleco from Raymond 
— Industries and Elf-Aquitaine for $141m in 
green, 1984. Teleco is one of the 
leading suppliers of so-called measure- 
` ment-while-drilling (MWD) technol- 
ogy—which can tell something about the 
geology of a well even as it is being 
. drilled. Schlumberger offers MWD too. 










3 Charbonnages de France 


Miners undermined 


PARIS 





British miners are not the only ones 
facing pit closures: the French state coal 
_ board, Charbonnages de France (CdF), is 
committed to closing loss-making pits, 
and to reorganising the French coal indus- 
_ try so that the government can reduce its 
3 subsidy. As well as a more streamlined 
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industry, this would mean a more central- 
ised one, with CdF's three big regions— 
the north; Lorraine and the Midi—losing 
much of the autonomy they now enjoy. 

Trade unions are predictably angry 
both about the pit closures and the reor- 
ganisation plans. Closures could mean 
cutting as many as 30,000 people out of 
CdF's workforce of 57,000. Production 
would drop from last year's 18m tonnes to 
between 11m-12m tonnes under a five- 
year plan for coal drawn up by CdF. The 
Nord-Pas-de-Calais region of north 
France would be particularly hard hit, but 
pits would also be shut in central and 
south France. 

Even after such closures, CdF forecasts 
a loss of FFr5.8 billion-7 billion ($640m- 
775m) in 1988. Mr Augustin Dufresne, 
leader of the main miners’ union, de- 
scribes CdF's chairman, Mr Michel Hug, 
as a captain Sailing his ship straight on to 
the rocks; he says French miners will do 
all they can to prevent the cuts. 

Pressure on the industry to slim has 
been increased by the uncompetitive 
price of French-mined coal and the de- 
clining demand for coal-generated energy 
in one of the few countries still building 
nuclear power stations. The Mitterrand 
administration has long since abandoned 
its plans to boost coal output to 30m 
tonnes a year. It is now eager to get big 
cuts, and political changes have made 
them easier. Mr Pierre Mauroy, the 
prime minister who came from the north- 
ern mining region, resigned in July. The 
Communists, who championed high pro- 
duction targets, left the government at 
the same time. The Communist former 
head of CdF, Mr Georges Valbon, had 
already resigned in protest against pro- 
duction cuts. 

The unions are in a tight corner. Much 
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of their traditional blue-collar support is 
in mining areas. If they cave in to 5 
plans they will lose the confidence of 
members already irritated about the way 
a government that claims to be socialist 
has committed itself to austerity and 
making workers redundant. 

But closures are not the only challenge 
which the proposed restructuring of the 
coal industry presents to the unions. CdF 
also wants to deprive the separate coal- 
producing regions of their semi-indepen- 
dence. It is calling for a more integrated 
industry, with a single production division 
working alongside marketing and sales 
and development divisions. Finance and 
staff management would then become 
company-wide activities instead of being 
conducted on a regional basis. The Paris 
headquarters would assume increasing 
authority, covering CdF's property and 
transport interests as well as coal. 9 

This would greatly reduce the influence 9" 
of regional managers within CdF. It could 
make output wholly dependent on sales 
and marketing decisions, which it is not at 
present. The unions have to decide 
whether to accede after a due measure of 
kicking and shouting, or whether to fol- 
low in the steps of Mr Arthur Scargill 
across the Channel. 


Jamaican agriculture 


Hoots 





KINGSTON 


Jamaica is planning an agricultural revo- 
lution. With the help of foreign partners 
and higher technology, the government 
hopes over the next five years to reduce 
Jamaica's $115m annual food import bill 
by $72m and, in the process, to create 
13,000 new jobs—enough to trim th 
island's 30% unemployment by four per- 
centage points. 

Agriculture, once the backbone of Ja- 
maica's economy, became a neglected 
industry as politicians kept food prices 
low to please city-dwellers and concen- 
trated on promoting the tourism and 
bauxite industries instead. The damage 
should be repairable, because the island is 
blessed with good soils and rainfall. The 
government of Mr Edward Seaga has 
dismantled its predecessor's agricultural 
marketing board, and it has eliminated 
price controls on all but a few (now 
mainly imported) staple products like rice 
and flour. 

These changes, together with the de- 
valuation of the Jamaican dollar, have 
helped to lure western companies into 
joint ventures with local farmers. A show- 
piece is a 6,000-acre farm in the plains of 
Clarendon parish in south-central Jamai- 
ca. This $30m joint venture between the 
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That way to United Brands 


| Jamaican government and an Israeli kib- 
-— butz uses all the latest computerised pack- 

_ ing and grading technology. So far it has 
` concentrated on growing winter vegeta- 
` bles. This year, it expects to ship 22m Ib 
of them to Britain, and 8m lb to Ameri- 
ومع‎ east coast. The complex also has fish 
` farms, which could yield 25m Ib of fish 
this year. 

The Jamaican government hopes to 
20.00 such modern farms on about 
200,000 acres of under-used land. It has 
aid out specific plans for a variety of 
` crops, including: 
` @ Rice. Jamaica consumes about 53,000 
` tonnes of rice a year but produces only 
` 1,650 tonnes. The planners expect local 
rice production to reach 13,000 tonnes by 
13 1986, 29,000 tonnes by 1987 and 41,220 
tonnes by 1988. America's Taylor Cross is 
. to build a $2m rice mill with the capacity 
ae produce 40,000 tonnes of finished 
E rice per year. 

B Soyabeans. Imports now cost Jamaica 
-$24m a year. The government hopes that 
- annual local production will reach 50,000 
tonnes within five years, enough to 
^ & squeeze out most of the imports. 
E" Coffee. The Japanese government and 
_ the Commonwealth Development Corpo- 
ration are providing some of the money 
. for a $30m expansion of the island's 
| ` prized blue mountain coffee. The 
- beans—which now fetch around $6.10 a 
€ nearly four times the price of other 
Ü  coffees—are grown on 3,000 acres in the 
- blue mountains. The promoters hope that 
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4,000 more acres will be planted. Govern- 


ment officials say that even a tenfold 
increase from today's 600,000 Ib a year of 
coffee production will not depress prices. 
Japanese importers are eager for as much 
Jamaican coffee as they can get. The 
Ueshima Coffee Company of Tokyo is 
putting its own money into Jamaica's new 
plantations. 
@ Bananas. The Jamaicans reckon they 
could sell 150,000 tonnes of bananas a 
year in Britain—if they could produce 
that much. Even before 1980, when a 
hurricane wrecked Jamaica's banana 
farms, Jamaican exports were only 70,000 
tonnes. Shipments this year are unlikely 
to exceed 30,000 tonnes. America's Unit- 
ed Brands has been called in to help with 
a $25m project to develop 2,000 acres of 
new banana farms to produce 40,000 
tonnes of fruit for export by 1985. With 
the rehabilitation of existing farms, the 
government hopes 130,000 tonnes of ba- 
nanas a year will be exported by 1986. 
@ Sugar. Britain's Tate & Lyle has been 
given a contract to manage the three 
sugar mills it sold to the government a 
decade ago. The industry is now working 
at only half of its 400,000-tonne-a-year 
capacity. In the years of government 
neglect, it accumulated debts of $120m. 
Tate & Lyle is being asked to increase 
output from its three mills from the 
current 100,000 tonnes a year to 190,000 
tonnes. For this, the company is being 
paid £900,000 in the first year, and then 
£550,000 a year for the next four years. 
Mr Seaga's ministers still blame all the 
country's agricultural deficiencies on the 
government of Mr Michael Manley, 
which it defeated in an election four years 
ago. The Seaga men themselves now have 
to start producing results. 
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BANGKOK 


Is Mr Yeap Soon Sit, a metals trader who 
made a killing in the 1979-80 tantalum 
boom, set to make another fortune? Thai- 
land Tantalum Industry Corporation 
(TTIC), a company of which he owns 
35%, is planning to turn the tantalum- 
bearing ore and tin slag that it now 
exports into tantalite (tantalum pentox- 
ide), which is used mainly in high-quality 
electrical capacitors and in cutting tools. 
Because Thailand is the world’s largest 
producer of the strategic mineral, ac- 
counting for 46% of last year’s total 
production of 635 tonnes, processing the 
ore should, on the face of it, be a licence 
to print money. 

Last month, TTIC began building a 
$90m smelting and processing plant on 


the holiday island of Phuket. Thaisarco of 
Thailand, a subsidiary of Shell's Billiton, 
will be the main supplier of raw material 
to the plant. TTIC already has a $18.5m 
loan from the World Bank’s International 
Finance Corporation, and a further $35m 
from a bank syndicate. Thailand’s state- 
backed Industrial Finance Corporation, 
which is lending the project $5m and 
taking a 12.5% stake in TTIC, reckons 
the firm will be able to repay its creditors 
so long as tantalite’s world price does not 
fall below $25 a pound. It is now around 
$30 a pound. 

However, TTIC faces two related 
problems: a volatile price and a specia- 
lised market. Three firms account for the 
bulk of consumption: Starck of West 
Germany (the biggest); Fansteel and 
Kawecki-Berylco of America. 

TTIC wants to be able to use Starck’ 
processing technology, so it has done 
deal which is generous to the Germans, It 
stipulates that the Thai firm will not 
undercut Starck’s tantalum selling price 
and will guarantee to supply Starck when 
it is asked to do so. Starck’s two Ameri- 
can rivals are now looking around for 
alternative tantalum supplies. Green- 
bushes Tin of Australia is expanding its 
own output in the hope of gaining a 
bigger share of the American market. 

Demand for tantalum remains de- 
pressed even though prices slumped three 
years ago to far below 1980's record high 
of $150 a pound, and have since barely 
recovered. The industry's gurus reckon 
that up to 40% of the market for capaci- 
tors and cutting tools may have been lost 
to cheaper substitutes, such as aluminium 
oxide and niobium. Tantalum users tradi- 
tionally carry two to three years of stocks, 
so there has been little net addition to 
their inventories despite an increase i 
demand for capacitors as the electronii 
industry has recovered. 
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civilized approach to business. 


He's your transportation coordi- 
nator when you need limousines, pri- 


vate planes, helicopters or 


yachts. He's your inside con- W 


nection for theatre tickets, 
hotel and restaurant reser- 
vations. 

He's your source for spe- 
cialized business services 
including teleconferencing, 


word processing and trans- £ 


lations. 
He can even arrange for ca- 
tering. Fromasimple working 





a 

TO OURTENANTS, THIS — 
WILLSOON BEAS RENOWNED 
urs AS OUR 
And he plone E ADDRES 





lunch to a grand reception. 

In short, our Executive 
Services Director is the 

e one person who can han- 


dle all the important details you always 
wished you had someone to handle. 
And as a tenant, his services are always 


available to you without 
charge. 

It’s one extra amenity ina 
building overflowing with 
amenities. Not the least of 
which is our address itself. 

If your company is con- 
sidering a move, please call 
Cross & Brown Company, at 
212-986-2100. And dis- 
cover how civilized working in 


New York can be. 


. V. - Ami 
OT TT TT] 





THE PANAM BUILDING. THE WORLD'S MOST CIVILIZED WORK ENVIRONMENT. 


©1984 Cross & Brown Company, New York, N. Y. 
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will specialty laggards, have 
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a used to build microchips, have 
‘als. ls. increased by over 20% a year. 
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hich range from much as 40% of sales. They are 
sed to make micro- 
e used in more mun- 
like pesticides and 
chemicals were 
to the boost- 
-bulk chemicals 
known as come- 







expensive petroleum feedstocks. 
Some small specialty chemicals 
firms now rely on oil or natural 
gas for less than 10% of their 









































tablished chemical firms 
the ewcomers 1 had c un- 
was: the f but they are becoming less so. Du 
Ponts diversification into spe- 
cialty chemicals has cut its reli- 
ance on oil and natural gas feed- 
` stocks from 80% five years ago to 
65% today. 
. In America, firms with special- 
«ty chemicals sales of between 
$100m and $1 billion chalked up 
. post-tax returns of 14.2% in 1982 
d and 15.8% in 1983, compared 
with 8.2% and 10.1% returns 
- posted by bulk chemicals firms 
(see chart). But established firms 
are reaping most of the profits 
from specialty chemicals. The 
` newcomers, despite all the efforts 
of the past five years, are still 
Struggling to emulate the success 
of the old hands. 


lar dup to prices, and the way hri 
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TES chemicals market 
pis: billion a Pug. in- 


- tion downstream into specialty 
. chemicals is one reason for the 
2- newcomers' ue QUE Al- 
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s. US chemical companiés* 
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als have sold | or par al off c con ۱ : 
3%- -a-year average bor the $22. s 
“invested lots in research and 4 
in- 
` of some. "electronic chemicals”; 
Pre-tax operating profits on ۱ 


chemicals can be as‏ ی و 


less capital-intensive than bulk. 
chemicals, and they use fewer 


feedstocks. Typically, the big, es- 
are . 
more dependent on fossil fuels. 


The sheer cost of diversifica- 





into en dd chemi 


signs of slowing 


modities - chemicals. busine 





velopment of specialty chemicals, 


and then spent more money ac- bi 
Dow. i ; 
Chemical has got rid of about $1 
-billion-worth of bulk | chemicals.‘ 
assets in the past few years. Dow 
simultaneously doubled its R&D 
budget. It is working on a range 
` of drugs, farm chemicals and co 


quiring specialty- firms, 


sumer products. Allied Corpora- 


tion, which recently acquired a 
‘Bendix, a maker of spark plugs to 
and aircraft landing gear, now € € 
wants to buy. companies. which Ta fat rat 
make electronic chemicals and i 
medical ۱ یج اس‎ 8 other i 





ready has a d drag division: In 
February, 1984, 
farm chemicals division. with 
Wellcome’s agricultural business. 
And in April it established a tiny 


electronic chemicals | group in | 
Britain. ICI is moving inthe same Ame 
direction in America. Last year, 
it set up a new specialty chemicals - 
outfit there, bringing together ex- 

isting ICI holdings. with sales of . 
$228m (£150m). ICI is now nego- 
tiating to buy a few more, as yet 
specialty chemicals 


unnamed, 
firms in the United States. 


In France and Italy, the gov- 
ernments have pushed nationa- 
lised chemical firms into specialty 


products. Government-spon- 
sored restructuring has allowed 


Rhóne-Poulenc in France and 


Montedision in Italy to concen- 





vand has a product j portfolio whi 
is the envy of its rivals. Und 
i góvernment-appointed ۱ t 
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35i in 982. ind the same number 
in. 1981. Most 13 


f the petrochemi- 
have made acquisi- 
tions in order to expand in the 
specialty sector. Smallish Ameri- 
can firms seem the favourite 
takeover targets. Olin bought à 











63% stake in Philip Hunt, a sup- 
plier to the electronics industry, 

for $90m in 1983. More recently, 
Diamond Shamrock sold its ion- 
exchange business (whose pro“ 

‘ucts do things like soften hi 


water) to Rohm & Haas, another © 


. American Hier Loud for é an esti- 


trate on the high-value-added ‘mated $45m 
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Rohm & Haas is thought to have 

as much for Diamond Sham- 
on-exchange business, — — 
iüllingness of buyers to 
h high prices has brought 
230۷ supply of sellers. Dia- 
id Shamrock, which has de- 









ompany, has eagerly capitalised 
On the new interest in specialties. 
In Ame 
















d that selling specialty 
chemicals firms is more profit- 
able than selling the products 
themselves. Some of the ac- 
-quirers might, eventually, reach 
_the same conclusion. So far, only 
. about two out of every three 
¿specialty chemicals purchases 
have been retained for more than 
_ five years. The rest have been 
“quietly resold, sometimes at a 
substantial loss. | 
As well as buying specialty 


chemicals firms, some big chemi- | 


cal companies—Du Pont, Philips 
Petroleum, and Arco among 
` them—are attempting to add val- 
-ue to their bulk petrochemicals, 
and so to make specialties out of 
. commodity chemicals. ICI is set- 
_ ting up an "advanced materials" 
"business group in the United 
_ States next month which, it 
œ: hopes, will initially have a turn- 
off£S0m. mE 

-of synthetic or carbon fibres and 
‘plastics that are strong, light- 
‘weight and resistant to heat and 
corrosion. Such materials should 
be able to compete with metals in 
oviding components for air- 
raft, cars and oil installations. 
he trouble, however, is that 
ese materials are often too ex- 
' to penetrate quickly into 
ss markets, like car manufac- 



















































ich more. Olin paid 30-35 - 
mes earnings for Hunt, and | 


ed to turn itself into an energy - 


„ Beatrice Foods and | 
liams, the world's | 
producer, have also | 


. labours: pre-tax profits. for. 
first six months of 1984 that- 





aporte's success story 


Britain's Laporte is one of a hand- 
|. ful of companies that has profit- J 

< ably managed the transition from [8 
bulk or commodity chemicals to B3 
specialties. The company this 
week announced the fruits of its 
| ‘the | 
1 | 1764 that were 
nearly double the £13.7m it made 

a year earlier. It now expects pre- 
tax profits for 1984 to be more 
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than £40m. Some bad news, how- ۱ 

ever, tempered the triumph: Laporte's £25m (fully-insured) ` 

peroxide plant burnt to the ground. E 
Mr Richard Ringwald has masterminded Laporte's diversifi- 


cation. When he took over as chairman seven years ago, the 


firm already owned with Solvay, a Belgian chemicals company, 
a 50:50 joint venture called Interox which Mr Ringwald had 


. helped set up in 1970. Interox became the basis of Laporte's- 
specialty business and it accounted for a third of the company's 
sales by 1983. Interox makes peroxide products that are used to 


bleach paper and in such things as detergents. It has introduced - 


about six new products a year. 


In the past five years, Laporte has also scooped up 13 small 
specialty chemicals firms worldwide at a total cost of £35m, and 
it plans to spend a further £25m by June, 1985. Its acquisitions > 
include three firms that make chemicals for the building sector. - 
Laporte has also bought small firms which make chemicals to 
help keep swimming pools and spas clean. Its two latest 


acquisitions, a French and an American electronic chemicals . | 


firm, were made this month. 


To manage this growth, Laporte has been split into 30 profit 
centres. Line managers hold the responsibility for the day-to- 
day running of the firm, and have generous profit-sharing _ 


_ incentives. Mr Ringwald brags that he now has six millionaires 
| working for the company. None the less, the chairman retains ۱ 


control of money and the freedom to hire and fire at will. 

Mr Ringwald will review his achievements in 1986. Once the 
company starts making £100m in pre-tax profit, he says, it 
cannot be run as it.is now. Laporte then may have to slow its 
growth, or it may have to be restructured again. - 


its profits to be in specialties and 
half in bulk chemicals by 1987. It 


Still has a long way to go. In 1983, 
specialty products and services 


contributed only 3695 of Dow's 


operating income, even though 


the bulk business did less well 


than in previous years. If Dow 


were more rigorous. in its defini- 
tions the proportion would have 
been smaller—some chemicals 
that Dow calls specialties others 
call commodities. ۱ 

Rhóne-Poulenc, with its spec- 
tacular collection of specialty 


chemicals operations, in 1983 had. 
het income of a mere $12.7m on 
. Sales of $1.6 billion. Mr Le Floch- 


cals businesses. 

Drug companies are following 
bulk chemicals companies into 
specialty chemicals. America's 


Merck now has a water cleaning 


business; America's Eli Lilly is 
making farm chemicals; Switzer- 
land's Hoffmann-La Roche has 


an operation producing flavours 


and fragrances as well as fine 
chemicals businesses. Most spe- 
cialty chemicals markets are too 
small to absorb all the newcom- 
ers. The slow and weak will lose 
money. | 
For the big petrochemical com- 
panies, the problems of making 


money from specialty chemicals 


are compounded by the need to 
learn new skills. They are accus- 
tomed to selling tonnes of a few 
bulk chemicals at low margins to 
large customers. About 8596 of 
bulk chemicals are sold to rough- 
ly 50 customers. Specialties are 
usually quite different. They are 
often sold by the pound and to 


.many more customers. - 
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of a big conglomerate: | 
ple, Gulf Oil bought Mill 
Onyx, which makes bioc 
(used to stop. making. pr 
like paints go mouldy) in tl 
1970s. It had sales of. 
$100m. tiny compare 
Gulf's own sales..Las 
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: ha last few) years had laid 
fout ations for healthy profit 
t over the next few years. 
ormance to date has borne 
ents. Trading profits for the 
/ere 15% higher than for 
ding the 5096 of the Bowoter- 
businesses attributable to our 
rading profits increased by nearly 
ve propose in future to report our 
erthefour main groups of 
businesses set out in the accompanying 
ofsales and trading profits. 
ال‎ groups, with the exception of the 
‘United Kingdom tissue business, are 
. contributing to this profit improvement. 
. With De objective of UM the 


years following 1985. it is unfortunate that 
coincident with this program me there has 
been an extremely rapid rise in pulp prices 
which has impacted especially hard upon 
the United Kingdom tissue business, where 
virtually all its pulp requirement is bought 
on the open market... 
However, one of the benefits of 


diversity is manifest in the way in which the 


rest of Bowater Industries is pushing steadily 
and soundly ahead. These advances are 
not due primarily to improvements in the - 
markets but rather to our gains in efficiency 
and effectiveness and our deployment of 
entrepreneurial skills. in the second half of 
the year, the normal seasonal pattern of 
our businesses should ensure a further — 
improvement in trading profits. We will 
also then benefit from the major impact of 
the refinancing of Bowater Industries around 
mid-year, as a result of the demerger. ۱ 


INTERI M RESULTS (unaud ited)‏ ۹ ور 


in both the United | on and Australio. |. grou 
` we ûre currently engaged ina major ^ ^  whic 
programme of technological advance and 
re-equipment which will bear fruit in the 


company is now bene 


TT benefit. 


f ompony ye. 
interim Results feya 1 Lenton, Chairman. oe 
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Trading places in Hollywood 


As Humphrey Bogart said in “Casablan- 
77": "Hell, that's the way it goes. One in, 

ıe out." He was talking about the arrest 
ot Peter Lorre and the arrival of Ingrid 
Bergman at Rick's place. He might well 
have been speaking of today's Hollywood 
management. In rapid succession, Walt 
Disney Productions fired its chief execu- 
tive, Mr Ronald Miller (Walt's son-in- 
law); Mr Alan Hirschfield resigned as 
chairman and chief executive of Twenti- 
eth Century-Fox; and Mr Barry Diller, 
chairman of Gulf- Western Industries’ 
Paramount Pictures, resigned to take 
over Mr Hirschfield's job at Fox. Then 
Mr Michael Eisner, Paramount's presi- 
dent, announced that he, too, would be 
leaving, inviting speculation that he might 
head Disney. 

The break-up of Paramount's Barry 
and Mike Show has staggered Holly- 
wood. The successful duo ran Paramount 
Pictures for eight years. It was the only 
studio to remain among the top three 
grossers for the past decade. The two men 
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built a reputation for tight budgets, dar- 
ing choices and finding winners. In the 
year to July 31, 1983, Paramount's earn- 
ings were $100m, thanks to films like 
"Terms of Endearment", “Flashdance”, 
"Trading Places" and “Footloose”. In 
1983-84, earnings were $83.4m. 

Even so (and unlike the goings at other 
studios), the departure of Mr Diller and 
Mr Eisner is unlikely to create internal 
turmoil at Paramount. The top job has 
already been filled. It goes to the compa- 
ny's former head of marketing and distri- 
bution, Mr Frank Mancuso. Mr Eisner's 
slot of president is unfilled, but the front 
runners for the job are both insiders: Mr 
Jeffrey Katzenberg, president of Para- 
mount Productions, and Mr Richard 
Frank, president of the Paramount's tele- 
vision division. 

What made Mr Diller resign? Money, 
probably. He takes over Twentieth Cen- 
tury-Fox with a share-option kicker that 
could reward success far above the $2}m 
income which Paramount paid him last 










year. It will be hard for him not to look 
good at Twentieth Century-Fox, whose - 
reels of box office flopperoos, such as 
“Rhinestone”, “Blame it on Rio" and — 
“Buckaroo Banzai", helped stack up to- | 
tal losses of $42m in less than three years. — 

Mr Hirschfield, who ran Columbia Pic- — 
tures from 1973 to 1978, joined Twentieth 
Century-Fox in late 1979. He managed to " 
hold on as chairman and chief executive _ 
after the stormy takeover of the studio by 
a tycoon, Mr Marvin Davis, in mid-1981. " 
The company says that Mr Hirschfield is | 
leaving to form an investment banking 4 
partnership with Mr Davis, but will re- — 
main on the board as a consultant. Insid- 
ers say that the agreement was not that - 
cosy. Mr Hirschfield and Mr Davis agreed — 
to differ, which in tinseltown means that — 
Mr Davis faded out his studio boss. E 

Flagging earnings at Disney, down 
from $135m in 1980 to $93m last year, and _ 
the expensive ($297m) stock buyout of 
Mr Saul Steinberg's 11.1% stake in the | 
company are among the reasons for the _ 
ousting of Mr Miller. Apart from Mr 
Eisner, his rumoured successors include _ 
Mr Hirschfield (“flattered” to be consid- تک‎ 
ered), Mr Dennis Stanfill, former chair- 
man of Twentieth Century-Fox and now a  - 
venture capitalist, and Mr Frank Wells, - 
vice-chairman of Warner Brothers. 

Nothing is certain at Disney. There are — 
two factions in the company. One is led 
by Mr Roy Disney, son of the company's — 
co-founder, also called Roy Disney; the — 
other by its former chairman, Mr Cardon - 
Walker. There are plenty of threats from _ 
outside. The Bass brothers, the Texan 
oilmen, and Mr Ivan Boesky, the hyper- _ 
active Wall Street arbitrageur, have big- | 
gish stakes in the company. The largest 
single shareholder, the Minneapolis mag- — 
nate Mr Irwin Jacobs who owns 7.7% of _ 
Disney, has said that he might bid for the — 
rest. And then, as Humphrey Bogart  - 
never said: “Play it again, Sam". 


House of Fraser 3 
Stand by to repel 
boarding party 


First shots were fired this week in what 
promises to be another skirmish in the 
battle by Mr Tiny Rowland's conglomer- 
ate, Lonrho, for control of House of 
Fraser, Britain’s largest stores group. 


85 


> — = 


Och, Tiny, gae awa 


oo 
First half to end July 
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House of Fraser's chairman, Mr Roland 
Smith, announced on September 18th 
that interim profits were up 73% to 
£7.43m. This points to an excellent year 
for the group, if it can maintain its 
performance over the bumper Christmas 
period. At once Lonrho—its biggest 
shareholder with a 29.9% stake—began 
to carp. Mr Rowland would like to pre- 
vent the re-election at the annual meeting 
on September 28th of Mr Smith and Mr 
Ernest Sharp, a non-executive director. 
Lonrho cannot itself vote against Mr 
Smith until the monopolies commission 
delivers its report on the tussle between 
the two sides some time after November. 
Until then, it can only urge other share- 
holders to oust him from the board. It 
won't succeed, but the re-election of Mr 
Sharp will be closer. 

Lonrho needs only a simple majority to 
get Mr Sharp off the board. House of 
Fraser reckons that 42% of shares may be 
in hostile hands. If that is so, it will be 
hard pressed to find the votes it needs. 
Roughly 1m shares are still hiding behind 
nominee names in Switzerland; another 
2m shares have yet to be cleared by the 
stock exchange's settlement system. 

By bringing out House of Fraser's re- 
sults early, Mr Smith hopes to get the 
edge on Mr Rowland. How can the prin- 
cipal shareholder complain about a 0.25p 
increase in the dividend to 2.75p a share? 
Very easily. The bulk of the increase in 
profits came from House of Fraser's plum 
asset, the Harrods store in Knightsbridge. 
And it is Harrods that Lonrho wants 
hived off as a separate company. 

Lonrho has tabled a resolution at the 
annual meeting, calling on House of Fra- 
ser not to do anything to "prejudice the 
issue of de-merger’’ while the monopolies 
report is still under wraps. Even if it 
wanted to hive off Harrods (which it 
doesn't), no board should have its hands 
tied in such a way, says Mr Smith. Lon- 
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rho's main aim this month is to increase 
the number of seats it has on the House of 
Fraser board. 

Though harried by Lonrho at every 
turn, House of Fraser has done much to 
make itself more competitive. Thanks to 
the £15m spent on refurbishing stores 
(£8m on Harrods), sales in the first six 
months were £439m, up from £395m in 
the same period last year. Were it not for 
the miners' strike, which has hurt sales in 
House of Fraser's stores north of Bir- 
mingham, the interim profit before tax 
could have been as high as £10m. 

The wigging from Lonrho dampened 
the City's enthusiasm for the interim 
results. House of Fraser's shares were up 
10p to 272p by mid-week. Mr Smith has 
nevertheless laid the groundwork for bet- 
ter things to come. As he said this week, 
“All we have to do now is let the profits 
roll in". 


AEG-Telefunken 
Positive charge 





BONN 


Few of the top executives of West Germa- 
ny's AEG-Telefunken felt like cracking 
open a bottle of champagne this week as 
the company emerged from bankruptcy 
by paying off its creditors at 40 pfennigs 
to the deutschemark. Although the Fran- 
furt-based electrical products giant has 
risen from its sick bed, it could be several 
years before it has the stamina to run 
again. 

On September 18th, AEG made the 
final payment of DM350m ($115.2m) to 
its 900 bank creditors. In return, under 
the terms of a 1982 court settlement, the 
banks agreed to convert the DM1.04 
billion that AEG still owes them into a 
new loan. Since AEG can no longer 
shield behind the bankruptcy courts, it 


will have to begin paying interest on the 
loan at once. 

In August, 1982, when AEG sought the 
protection of the courts because of its 
mounting debts, its shares had fallen to a 
low of DM23. This week, as AEG came 
out of vergleich (or composition) pro- 
ceedings to supervise the repayment of its 
debt, its shares were changing hands for 
around DM105. 

AEG's fight-back has been a painful 
one. The incoming centre-right govern- 
ment of Mr Helmut Kohl saved it from 
collapse by guaranteeing DM1.1 billion in 
new loans which a group of 24 banks had 
put up in the final days of the government 
of Mr Helmut Schmidt. That cleared the 
way for composition proceedings in the 
courts but AEG had to cut its workforce 
from 118,000 to around 74,000 today. Of 
the 44,000 employees laid off, about 
28,000 are now working for former AE 
subsidiaries that were sold to keep th 
main company alive. 

In 1983, AEG agreed to sell a 49% 
stake in ANT, a subsidiary specialising in 
satellite communication, to a consortium 
formed by two big engineering groups, 
Bosch and Mannesmann, and a big insur- 
ance company, Allianz Versicherungs. 
The deal, completed in May this year 
after months of wrangling, raised 
DM650m for AEG. By the end of 1983 
AEG's debts were DM1.8 billion, down 
from DM2.5 billion in 1982. The new 
chairman and chief executive, Mr Heinz 
Dürr, has made a good start. Last year, 
AEG made an operating profit of 
DM37m—a far cry from the DM932m 
loss that it made in 1982. 

AEG is the biggest company yet to 
seek the protection of the West German 
courts from its creditors, and to get back 
on its own two feet. It is puzzling that 
more West German companies do n 





Dürr starts 
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۷ shucks, not i 
more deadlines 
P inada's debt-ridden Dom ازع‎ 


by its bankers it might be bigger than 
xxon. This week, the 54 creditor banks 
of Calgary-based Dome agreed to re- 
schedule C$5.2 billion (US$4 billion) of 
its C$6 billion debt—provided that the 
company raises C$350m through a stock 
October 5th. Dome is sure to 
r deadline. mE 

Owl, but most will in the 
leadline. As the company 
C$6 billion, the banks' 































hich has loaned US$1.2 bil- 
me. Unlike the Canadian 

















does not reach agreement with 
October 5th, it will have 
bits of its business. The company's 
il plant in Primrose, Alberta, its 
ke in Dome Mines (alone worth 
Om) and a 48% holding in Dome 
da, the exploration company, could 
flogged off. But such sales would 
Dome a less attractive proposition 
- for salvation by the bankers. - 
drilled itself into a hole when it 
, unsuccessfully but expensively, 
ne. Arctic waters of the Beaufort 
been promising the C$350m 
which is being masterminded 
organ Stanley, the New York invest- 
bank, since last December. So far, 
as surfaced is the propectus 
ch was filed last week. Even Morgan 
have a hard time selling this 
ue. Canadians are not ex- 
buyers, unless the issue has 
-tax breaks, which is un- 
ican- speculators may be 

































Ck oil as often as it missed deadlines 
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prize racehorses and studs, is selling 25° 






The bloodstock 4 gency has a fairish ; tat 
profits have- 


earnings record. Pre-tax. 
risen from £565,000 in the year to Mar 
31, 1980, to £1.27m ($1.8m) this year 





although profits dipped in 1982-83. It. 


Next week, the bulls and the bears will 
be joined by nags. The British Blood- 
Stock Agency, which acts as agent and 
adviser to purchasers of thoro ughbred 
horses, as well as insuring and shipping. 









for another two years, Th: 
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be that, for an extra £5 
fee, the shareholders can 6 
.vantages of the company : 
-seems. to mean cheap entry. 
neetings and day trips to stu 

like watching that kind of th 

































earns most of its money from commis- lea 


sions on purchases (rather like art deal- 


ers) and over the past four years the 
price of yearling quadrupeds has quadru- 
pled. These high prices are not guaran- 
teed to last. And it cannot be much ofan 
incentive to buy the shares, when the 
issue is raising no new capital for the 
company; existing shareholders are sim- 
ply cashing in some of their winnings: | _ 

` -The wealthier (and bolder) punters 
are backing shares in British Thorough- 


bred Racing and Breeding Company, ۱ 


currently trading over the counter 


between £210 and £225. The directors of 


the company include Mr Clement Freud 
MP and a television person called. Mr 
, Henry Kelly. — — — —  — 
.' This is an extremely speculative form 
of investment. There will be no dividend 


United States as a Chrysler-type turn- 
around," says Mr Hallisey. How much 
hope of that? Chrysler at least had cars to 
sell; Dome has à mountain of debt and a 
lot of dry holes in the Beaufort Sea. 


Argentine/Philippine debt - 
Buenos noches 

On the eve of the annual IMF/World 
Bank meeting in Washington, two of 


the longest-running debt sagas seem at 
last to be making progress. After nearly 





a year of negotiations, an International 


Monetary Fund (IMF) mission has 
reached agreement on a $615m standby 


loan to the Philippines. And on Tues- 


day, September 18th, Argentina's econ- 
omy minister, Mr Bernardo Grinspun, 
travelled to Washington in an effort to 


finalise details of an IMF loan of $1.6 
billion. 


In recent months some bankers have 


doubted whether either President Ferdi- 
 nand Marcos of the Philippines or Presi- 
dent Raul Alfonsin of Argentina had the 
political will to come to terms with the 
IMF. Negotiations. in the Philippines 
were bedevilled by the central bank's 
attempts to cook its books, overstating 
foreign exchange reserves and understat- 


port 
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fortune in fees. | 


_As it happens, the British Bloodst J 
Agency also holds stallion shares in Mi 
Reef, the classic winner. It costs: 





£100,000 to have a mare “cove! 


this 17-year-old veteran sta 
best things in life are expensive- 


ing foreign debts. Presider 

cision to rescue Banco Filipin 
try's biggest savings bank 
crisis in July this year 

supply soaring... 
been more conc 
from the trade unions 
the cuts in real wages demand 
IMF. ; 
The agreement with the Philip: 
came after the IMF received assur: 
on monetary control, on red 
budget deficit and simplifyii 
change rate system. The Arge 
promise proved even harder 
The government will apparent 


wage increases, in line with 
pledge—but only to middle an 
paid workers. It has agreed to. 
the regular devaluations of its : 
a change which began last week 


the American dollar dropped b 
than 3%. | * 
For both countries, an IMF a 
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The Philippines goes to pot 


grant a fresh loan of $1.65 billion. Argen- 
tina’s position is more complex. Mr Grin- 
spun insists that the banks must renegoti- 
ate the rescheduling deal which was 
agreed by the previous military govern- 


ment for debts maturing in 1982-83, but 


which was never signed. He will also ask 
the bankers to reschedule other debts 
maturing this year and next and to granta 
new loan of between $3 billion and $4 
billion. 


Bank lending 


af. 


M 
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After the months of dithering, banks 
are not eager to cough up fresh money for 
either Argentina or the Philippines. The 
IMF may have to insist that the banks do 
so as a condition of approving its own 
standby loans. Both countries’ domestic 
troubles are still horrible. Even as Mr 
Grinspun was leaving Buenos Aires to 
meet the IMF in Washington, a strike by 
Aerolineas Argentina obliged him to 
transfer to the Brazilian airline, Varig. 
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Government wealth warning 


Most banks view the idea of making fresh 
loans to Argentina or Brazil with horror. 
But they are prepared to open up their 
cheque books with nonchalance to some 
developed countries which seem to have 
shaky finances. 

This week, a complex $1.5 billion credit 
for New Zealand was received enthusias- 
tically by the banks, despite the fine 


Even the rich are in hock 


Bars show gross debt, Sbn 
Covered by: NY gola* E] reserves 


Portugai 
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00 Debt as % of gdp for 1989 





spread—a maximum of 4% over Libor. 
That New Zealand's gross external debt 
stood at $10.3 billion at the end of 1983— 
equivalent to 44% of gdp—did not seem 
to deter the bankers. Three months ago, 
Sweden raised $3 billion on almost equal- 
ly fine terms; in April, Ireland managed 
to push its bankers into renegotiating an 
existing $500m loan at lower margins. In 
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both Sweden and Ireland, external debt 
has been steadily increasing and the pro- 
portion of short-term debt (a classic dan- 
ger signal) has been rising as well. 

Taken at face value, the debt statistics 
appear alarming. They put several devel- 
oped countries in the same league as 
Argentina and Brazil whose gross debts 
are equivalent to 68% and 40% of gdp 
respectively. But such measures can be 
misleading because: 

@ Developed countries often have big 
reserves of foreign exchange and gold 
(see chart). Even though the gold cannot 
easily be sold without depressing the 
market price, it can be used as loan 
collateral. 

@ Many developed countries have over- 
seas assets which more than offset their 
external debts. Despite its enormous bor- 
rowing, America’s Overseas assets 
(around $850 billion at the end of 198 
still exceed its liabilities, although it cou.. 
go into the red next year. Belgium's 
private sector is a net external creditor. 
Britain is $81 billion in net credit once its 
overseas assets are included. 

@ The debt figures themselves need to be 
treated sceptically. Gross debt, as defined 
by Morgan Guaranty, includes all exter- 
nal liabilities (see chart). American Ex- 
press International Bank argues that such 
items as portfolio investment by foreign- 
ers and the remittances of emigrant work- 
ers deposited back home do not count as 
“financial” debt. So Amex's figures, pub- 
lished this week, show lower totals. 

@ Developed countries (unlike eastern 
Europe or Latin America) can often 
borrow abroad in their own currencies. 
The extreme example is the United 
States, whose debt is nearly all dominated 
in dollars. Such debt does not involve the 
same exchange-rate risk as borrowing in a 
foreign currency. 

None of this means developed coui. 
tries can continue increasing their debts 
willy-nilly. Like the developing-country 
debtors, they are having to adjust their 
economies. For the two-year period 1984- 
85, the OECD forecasts that 16 western 
European countries it examines will post 
a combined surplus of $25 billion on their 
external current account, compared with 
a $53 billion deficit in 1981-82. 

This shows why bankers prefer lending 
to industrial countries, even when their 
debt ratios are as high as some developing 
countries. The industrial countries can 
turn around their external accounts more 
smoothly, because they are a lot less 
dependent on volatile commodity prices. 
But too much lending can still encourage 
a country to evade its problems. The 
virtual doubling of New Zealand’s cur- 
rent-account deficit between 1981 and 
1983 should give bankers pause for 
thought. 
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Every working day, the National Westminster Bank channels the flow of money around the world 
from an enviable position at the centre of 24-hour internat ional banking time. 

From one of the world's largest dealing rooms at the heart of NatWest's World Money Centre, NatWest 
dealers play a major role in linking foreign exchange markets east and west - during a working day that 
comfortably spans the day's end in Tokyo and the beginning of business in New York. 


AUSTRALIA TELEX 24491 BAHAMAS TELEX NS 20177 BAHRAIN TELEX 8559 BELGIUM TELEX 21208 BRAZIL TELEX 391-2130051 CANA 
TELEX 23044 MEXICO TELEX 017 71 786 NETHERLANDS TELEX 50641 SINGAPORE TELEX 28491 SPAIN TELEX46934 SWEDEN & NORW 





Small wonder that total transactions of international money last year alone were over 1.6 thousand 
illion US dollars — trading in over 50 currencies. 


Just another reason why the National Westminster 4 i - 
ank is one of the biggest and most profitable banks €+ National Westminster 


athe world. The Action Bank 
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For worldwide financial service, you should 
look for a bank that offers you a bit more 
than just services worldwide. 


You need a bank whose interest doesn't stop 
short at your balance sheet. A bank that 
takes the trouble to understand your busi- 
ness, in order to provide you with sound 
advice; and not just in financial matters. A 
bank that is large enough to offer you a com- 
plete range of financial services, yet flexible 
enough to produce tailor-made solutions to 
your international problems. 


We are Germany's second largest bank, with 
1,000 domestic branches, and over eighty 
offices worldwide. After being in international - 
business for more than a century we work for 
more than 100,000 companies. They know 
what they can expect from us. A full range of 
international financial services — and a bit 
more. 


Dresdner Bank 
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)ptical fibres go local 


en a modest optical-fibre system can 
ig the text of the King James Bible 
100 miles in about seven seconds. Im- 
»ved systems now being installed by 
erica’s AT&T are about 11 times as 
b speed has already won a place 
ibre optics in long-distance communi- 
ions—the next transatlantic cable will 
composed of hair-thin glass fibres 
Tying information as pulses of light. 
w firms are setting their sights on what 
ild prove an even bigger market for 
re optics: the local area networks (lans) 
it will rush information around tomor- 
v's cities and factories. 
Jata-carrying capacity and speed is 
y one of the advantages fibre optics 
fe over conventional communications 
‘les. Pulses of light are also immune 
electromagnetic interference—which 
kes fibre optics especially useful on 
chine-filled shop floors. And light sig- 
s can carry farther without distortion 
n electrical ones. So fibre-optic sys- 
1$ could eventually be cheaper both to 
ld and to maintain than conventional 
nmunications systems. 
merica's Battelle Memorial Institute 
ns that sales of fibre optics for use in 
s in the United States alone will total 
least $3 billion by 1990, and could 
ntually go as high as $30 billion. Even 
the lower end of this range, sales of 
ʻe optics for lans will probably outstrip 
2s for long-distance communications. 
t competition will be fierce. Compa- 
s have lined up behind two different 
es of fibre-optic cables and only one 
| become the standard for lans. 
'0-called multimode optic fibres are 
۷ the most widely used in lans. AT&T 
:ady uses these fibres, and IBM says it 
| use them in the lans it promises to 
ıounce in 1986. Both Battelle and 
an's ministry of trade and industry 
iti) are assembling collections of com- 
ties to back the rival technology—so- 
ed monomode fibres. Battelle's group 
zady includes several industrial giants, 
ong them Allied Chemical and 3M. 
وا‎ the names suggest, the difference 
ween the two types of fibre lies in the 


number of paths they allow a light beam 
travelling down their length. In multi- 
mode fibres there is enough room for a 
light beam to travel down any of 200 
different paths. Monomode fibres allow 
the light beam only one possible path. 

Monomode fibres are already well on 
the way towards becoming the standard 
for long-distance communication. With 
only one possible path to follow, light 
cannot become diffused as it travels down 
the fibre. That means that the signal can 
go for quite long distances without being 
amplified by a “repeater”, which, in turn, 
cuts the costs of the system. Even better, 
the cost of monomode optic fibres them- 
selves is falling; over the past four years 
America's Corning Glass, one of the 
leading producers of the stuff, has cut the 
price of a metre from $5 to 36 cents. 

Over the few miles which a lan is 
expected to carry data, however, the 
monomode fibre's advantage is under- 
whelming. In fact, over these distances 
monomode now looks more expensive 
than multimode. Monomode fibre-optic 
cables need an expensive laser to feed 
light into them; multimode cables can 
make do with a $3 light-emitting diode. 
The glass core of a multimode fibre is five 
times as wide, which makes it easier to 
aim light in and out of the fibre. 

Both Battelle and Miti are sponsoring 
research which, they hope, will overcome 
monomode fibre's handicaps. Their best 
prospect now is called electro-optical 
switching. Miti is putting $75m behind 
Japanese research into this field; Battelle 
is still trying to get American firms to 
spend that much. 

Directing a signal through today's opti- 
cal fibre networks is tricky. The pulse of 
light reaching the optical switchboard 
must be translated into an electrical im- 
pulse before it can be shunted on to the 
proper strand of fibre. Once there, it 
must be translated back into light again. 
Electro-optical switches promise to bend 
beams of light—without translation—di- 
rectly into the outgoing channels. They 
work only with the single beams of light 
carried by monomode fibre optics. 
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Fibre fountain 


This requires material which, when 
placed in an electromagnetic field, 
changes the amount by which it will 
deflect a beam of light. Lithium niobate is TH 
the most promising such material. So, by | 
varying the electromagnetic field around E 
a plate of lithium niobate, light beams can 
be switched from one fibre-optic cable to | 
another. California's Hughes Aircraft is | 
working on an electro-optical switch that 
can handle four incoming and four outgo- | 
ing cables. Although there is still a long N 
way to go to the first fully commercial 
electro-optical switching system, mono- 
mode is beginning to look like a winner. 





Antibiotics d 


Created not made 


Antibiotics begin as natural products. a 
The drugs industry hijacks them from : 
living organisms and modifies them later. 

Now, however, scientists have persuaded 

a creature to make a brand-new antibiotic 

by genetic engineering. They transferred M 
part of a set of genes from one strain of 
antibiotic-producing streptomycete (a 
mould-like soil bacterium) into another 

strain. The resulting "hybrid" antibiotic 





is unlike either of the antibiotics pro- p 
duced by the parent strains. ۳ 

Antibiotics are chemicals used by soil E: 
organisms to poison their competitors. :z 


The most famous of them, penicillin and 
cephalosporin, are made by fungi. In fact, 
the microscopic, thread-like "streps" (as 
streptomycetes are affectionately known) 
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1edermycin, which is brown, and actin- 
Orhodin, which is blue. The antibiotics 
are of no immediate value; they are toxic 
to man. But, because of their colour, they 
. make an ideal system to experiment with; 
you can tell immediately which antibiotic 
< A Strain is making from its colour. 
~~ Now for the genetic engineering. 
` Streps can be made to absorb pieces of 
«DNA by first dissolving their cell walls 
< with enzymes. Fortunately, the 10 genes 
, containing the recipe for the antibiotic 
| turned out to be clustered together on 
‘each strep's chromosome (which carried 
about 10,000. other genes). The genes 
vere transferred to a "plasmid" (a little 
oop of DNA, which can be extracted 











way with Professor Heinz Floss - 


‘ofessor Hopwood's team worked on 
strains of strep, each of which pro- 
uced a- different, coloured antibiotic: 


‘elative ease). The researcher 
t id into a mutant strep 
uld not make the antibiotic (and 


colourl less) and restored its ability (and; its | 
colour). They put an extra copy into à . 
normal strep and boosted its produgons 


( and its colour), 


That result alone could prove useful. — 
There are other ways. to boost yield, but ~ 
they are clumsy. Cultures of streps are. 








irradiated with X-rays or exposed to nasty ۱ 3 Whi êrê 


chemicals in order to induce genetic mu- 
tations. The surviving bugs are screened 


in the hope that some have come through | 


with enhanced antibiotic-producing prop- 
erties. It is like trying to make jewellery 
with a sledgehammer. The new way could 


be much more. efficient. For instance, it 


might be a way of cutting the prohibitive 
cost of rifamycin, an antibiotic used to 
fight TB and leprosy in the third world— 


and produced only very grudgingly by 


normal strep-like bugs. 
The next step was more daring. The 


scientists knew that the antibiotics are 
assembled in a series of stages from 


chemical raw materials, each stage con- 
trolled by an enzyme made by one of the 
genes. If one strep had both sets of 


genes—for actinorhodin and for meder- 


mycin—perhaps it could get the ingredi- 
ents muddled up and make a hybrid. So 
they put the two sets of genes together in 
one strep strain. Disappointingly, they 
got the two conventional antibiotics, blue 
and brown. 


Undaunted, they tried transplanting 


fragments of the actinorhodin gene set 
with only parts of the recipe on them into 
the medermycin producers. In most 
cases, they got only medermycin. But in 
one, the culture turned purple. The Japa- 
nese team analysed the broth and found 


that the colour was produced by a new 


_How to hybridise drugs 


Transter s genes 


Two strains of 


streptomycete 


 Medermycin do 


Enzyme ^ 


Chromosome 
exsembly ~ “ag? 
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che. Eastern, mysios fid western saint | 
have been attributed the power of levita 
tion. In his story “The First Men in th 
Moon", H. G. Wells’s hero achieve” 
spaceflight by coating his craft with levi 
tating material. Such fanciful notions fli 
in the face of basic physics. Or do they 
Theoretical physicists have now suggest 
ed that, under pee یت‎ 
gravity can reverse. F m 
Galileo demohstratéd. that. all unhirie 
dered objects fall towards the earth wit: 
equal acceleration, and Newton's theo 
of gravity treats gravitational forces a 
purely attractive—which means dow 
wards on earth. Einstein's general rel: 
ity, while richer in structure, still ۵ 
title abicere. for would-be levitators. E 















IEAS's regularly-updated macroeconomic statistics, 


ering 84 countries, are now available on disk ttes. This — 


ent enables subscribers to load the data ontoa 
crocomputer and manipulate it using readily available 9 


5 data base provides a convenient, reliable, up-to-date 
a prehensive source of economic information on across- 
;ountry comparable basis. Many of the statistical series, drawn 
onal as well as international sources, are especially 
ed for monitoring external debt developments and 
1g sovereign risk. di 
n addition, IEAS publishes regular economic reports and . 
٤ ists covering most developing countries. The analysis of 
»xternal debt and sovereign risk is again an essential element. 
as established in the late 1970s and has banking and. 
2 clients in over 20 countries throughout the 
forid. PUE d E 
‘or information about IEAS, including the new diskette service, 
ease contact: : : ES. 


'atricia Whiteside 

IU Data Services B 

he Economist Publications Limited — 
ipencer House | 

47 St James's Place | 
elephone: 01-493 6711 Telex: 266353 _ 


Come for our Good Food Guide award- 
winning buffet. Eat as muchas you like: an 
BELT] dessert coffee aia va 
a e ¬ included for only £7.9€ 
ge  Vromnoonon — 


p... wehave 30s 
2 piano musi 
... TheBom 
SN Brasseri eis 
A At | leading authentic 
Me Indian restaurant, 
| + Am with spacious, exoti 
faina andair- conditioned : - E. 
surroundings. The Raj style is carried through - 
into the huge conservatory, which featuresa 
lotus pond amongst the وه‎ 5 
ereencry. ly 
We're open 7 days 


-aweek for lunch 


buffets and à la - | AQUI GooeTIC 
carte dinners — — Opposite Gloucester Road tube 
Lill midnight. - 


 andwith valet parking 
| Telephone: 01-370 4040 s 


g experience in providing a complete range of banking services to Turkey 's leading tradi ng. 
al companies, together with the in-depth economic anal yses prepared by its panel of independent 


i Bankası ‘a unique understanding of the Turkish market. Now, Garanti Bankas 


ites you to share this invaluable knowledge and experience, without cha rge or obligation. For a copy 
older of current papers -“‘Economists and Events/Turkey'83'"- please contact Mr. İlter Ataç, Assist: 
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8 ig oa ARS of او یت‎ 
t particles with related properties. 
ien it comes to gravity, theory sug- 










one, but belongs to its own familv of 
ited particles. According to this idea, 
ravitational force between two bod- 
lot. merely due to the exchange of 











manner of related particles. Calcula- 
shows that pure graviton exchange 
faithfuly reproduces Newton's famous 
erse-square law of attraction. But the 
effect of all the other sorts of messenger 
particles could be very different. 


«consistent mathematical framework for a 
particle theory of gravity, that has not 
"prevented some imaginative theorising. 
_ At least some of the exchanged particles 
could convey a repulsive, rather than 
attractive, force. Under normal circum- 
stances, the forces of attraction win out, 
but it is possible to conceive of physical 
`. Situations in which repulsion dominates, 
= leading to anti-gravity, or levitation. 


pointed out a few years ago by Dr J. 


in Paris. Developing Dr Scherk's ideas 

er, Mr Kenneth Macrae and Mr 
Ronald Riegert of the University of 
faryland have examined whether it is 
nceivable- that. gravitational measure- 
ments in the solar system might show up 
۱6 effects of levitation at work. They 
include that one interpretation of the 











Cr own to bea sensitive indicator of subtle 
gravitational. correction effects because of 
pro Ximity to the sun, is that it might be 








sts that the graviton does not stand 


tons, but augmented by the traffic of 


.' Although nobody has yet worked out a. 


*. The possibility of the force of gravity. 
being neutralised, or even reversed, was 


Scherk of the Ecole Normale Superieure . 


on of the planet Mercury, long the realism of cine with the instanta- 


A And, although a super-8 cine camera with 
` similar video package, 30 minutes of cine. 
۳" minute, reuseable video cassette. 


| ` that the camera-plus-portable- -recorde 


ly . video recorders has come > down fr m 2 


off into space, just like Wells’s moon 
ship. This theoretical model is hardly a 
practical proposition, though no doubt it 
will delight the UFO buffs. 

Mr Macrae and Mr Riegert do make a 
more realistic prediction, however, that 
could be tested in the laboratory. Their 
theory suggests that Galileo had it wrong 
and that not all particles of matter fall 
equally rapidly. In the subnuclear world, 
some particles exist which may fall more 
slowly than ordinary matter. These are 
the so-called mesons, familiar in any 
particle-physics laboratory. Nobody, it 
seems, has ever tested their rate of fall. 


































Cramming the ret signals: fo: 
television screenful into four ing 
means writing parcels of magnetic j 
mation the width of the wavelength of 
light. (about seven ten-millionths of 
metre). The simplest way to miniaturist 
to reduce the format froi | 15-millime 
tape. In 1982, the manufacturers, in 

unprecedented display of co-operatit 
agreed on a format of eight millimet 
for the future. But only Kodak, worri 
by the decline in the home-cine mark 
produced an 8mm video camera. 

What has changed? It is now evide 
"that a whole new technology is not nec 
sary to produce a workable cam-cord 
The need is for some clever alterations 

existing-format recorders. Most of 1 
manufacturers—including ` Matsushi 
Sharp, Philips, Grundig. and IVC—he 
settled for shorter cassettes to make . 
Called compact recorders that can 
bolted on to the back of the camera. 
.. Sony and JVC (again) have been me 
i ingenious, changing the geometry ofa 
recorder to reduce head drum size. لا‎ 
Betamovie employs one recording he 
in contact with the tape for five sixths. 
each circuit, rather than two in contact E 












Video cameras 


Move in 


Few people own video cameras; their 
holiday memories do not move. Yet tech- 
nical improvements and tumbling costs. 
are bringing simple but sophisticated vid- 
eo cameras well within the range of many 
consumers. Are video cameras going to 
catch on like still cameras in a way that 
home cine cameras never have? The 
video industry cautiously thinks not. It: 
might be about to be proved wrong. y 

The pessimism of the manufacturers is 
not due to lack of faith in the technology. 
‘They claim that video cameras offer all 































neousness of Polaroid. This has been te 
made possible by the invention of the -n 


electronic viewfinder, a tiny television ^. T 


screen which displays exactly the picture. " ends 
that will appear while it is being filmed. 





projector costs less than half as much asa. 
film costs about 25 times as much as a 30- 


Until recently, there was the ss: four 





available: were heavy, costly and.a 


t ingly technical. to operate. But his 





changing fast. The weight of | 
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For over 28 years Snamprogetti have been leading the way in the en- 
gineering and design of pipelines. — | 
Snamprogetti have engineered and supervised the construction of 
over 50,000 km of pipelines overland and up to 56” in diameter, and 
some 3,000 km of submarine pipelines to record depths of over 600 
metres. 

ind out more by contacting David J. Coates, Marketing 


j at Stanhope House, 47 Park Lane, London, W.L tel. 01- 49.97.17 
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N o. 1 74 N orh-S outh | 
Countertrade 
This report sets out to interpret 
countertrade with developing countries 
primarily for the benefit of the 
bewildered exporter. It looks at the 
forms countertrade can take, the 
motives involved, where it happens and 

` likely future trends. It includes a 

glossary and individual profil les of the 

` countertrade situation in over 60 | 
developing countries. 


۱ Price $200 





















"N 0. 1 70 Containers, 
Conferences & Competition | 


This report considers the future 
implications for the industry of the 
underlying instability, the lack of 
profitability and the increasing 
overcapacity in liner shipping. The 

factors behind these recent . 
developments are identified and the 
implications for the future analysed in 
this sobering, but realistic appraisal of 
an industry is difficult. 

Price $110 


N o. 163 Putting Video to 


Work 


With the user strongly in mind this 
report explains in detail what can be 
done with video in the work place, in 
corporate communications, training, 
marketing and education; what is now, 
or soon will be, technically possible; the 
services available; the programs to buy; 
. the hardware range. 






















pos options o open to inris: the 
merits of alternative. locations, Key fiscal | 








es scene 9 Examines the new‏ وج 
electronic tools available and the extent‏ 
to which the banks have responded to‏ 
 theopportunities they offer. It looks at‏ 
the mechanics of new services and‏ 
systems and how they may evolve.‏ 






1 sttial countries are compared n 
wi ith those i in 25 developing or semi- 
“industrial ones. 





: Price $200 : 


No. 168 OPEC and the 
World Refining Crisis 


In the Gulf and elsewhere, oil producing 
. .. countries have been moving 
. downstream, and end in poi 





















The Japanese moto industry i isata 
crossroads; which way will it go?. This 
reportexaminescurrentandfuture — * 
. issues which are expected to be 
instrumental in shaping the structur 
and development of the industry upto ^ 
19% ) (Commercial ve hiclesar are not 




























isis, and i Opec's 8 rolei in it. 
_ Price Sena 


















Price $150 
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to be‏ او à a man‏ جنر 
si rident. the A gres he‏ 


" omen “The اه‎ of Neil 


ias al that. i an even more 


abour party: 


0 be ‘chosen by Labour's dieci. 

last year, it was of immense value - 
Neil Kinnock that he was Welsh and 
۱ rking-class, that he/had held left-wing 


weinions and that he had never held 
ernmental office. He spoke in a lan- 
ge, and an accent, that appealed to 
nstituency Labour parties and trade 
tion executives. His repeated refusals to 
cept office under Mr James Calla- 
| t certainly fatal if Labour 
pas still been inte their 


general election approaches. Should he 


find himself prime minister, he will bring 


less political equipment to the office than 
anybody since Ramsay MacDonald. 
. Mr Harris's new biography takes Mr 


Kinnock up to, but not beyond, his elec- 


tion as Labour leader last October. It is 
thoroughly researched, grounded in a 
good understanding of the Labour party's 

internal politics and forcefully written 


(Mr Foot during the 1983 election cam- 


paign is described as looking "like a 
master of ceremonies trying to whip up a 
crowd at a public execution"). If the book 
adds little to what is already known of Mr 


Kinnock, it is because there is so little tO 


be known. 

In this book, Mr Harris acquits the 
Labour leader of the more unpleasant 
charges usually levelled against him: that 
he moved to Bedwellty in the late 1960s 


only to be well placed to succeed the 


sitting member of parliament (the MP in 
his previous constituency was actually 
older and more vulnerable); that his op- 
position to devolution was opportunistic 
(in fact, it made him a lot of enemies); 
that he voted against Tony Benn for the 
deputy leadership in 1981 only to distance 
himself from the hard left (in fact, he 
disliked Mr Benn intensely and believed 


that his tactics were in danger of destroy- 


ing the party). 

Mr Harris clearly likes Mr Kinnock and 
wishes him well. His narrative is never 
critical. Indeed, it contains no total as- 




















seem (to. orry ‘him. Every re 

Mr Kinnock as energetic, ‘but 
there are several) is allowed to n 
without comment. On the e 


election last year, he travelled wt } 
_annual. Trades Union Congress at 
pool. As his train pulled out of Eusto 
Mr Kinnock gestured to a pile of p 


in front of him. "Important wor 
said. When the train pulled into 
pool four hours later, Mr Kin 
chatted up everybody, from a candida 
for Labour's deputy leadership. 
railway ticket collector; but; a 

wryly notes, the pile of poran 
remained untouched. | | 


Ch armed life 


KENNETH CLARK 
By Meryle Secrest. 
Weidenfeld & Nicolson. 
310 pages. £12.95. 


It is hard to believe Kenneth Clark 
have welcomed this “intimate. portr 
from a writer who, according to. 
TT “came to know. him eis E. 


he to din‏ وی to‏ و 
مس ned d weekend.‏ 


in difficult children, peripate 
es, an alcoholic wife. | G 
Certainly, Lord Cla k li 


lessness from wealthy fam 
ter, Oxford, Berenson, ang 


Television Author‏ ور ای 

was not an artist, nor even a imos e 

innovator. i 
Lord Clark's real talent was’ onê. 

personality would appear to have de 

spised: that of à populariser, in t 

sense of the term. His writings, pi 

larly on individual paintings, are a 

stant delight. He was, by all accou 

remarkable lecturer, achieving o 

platform an extroversion that eluded 

in more personal contacts. Above all, his 

inspired television series on "Ch lisa 

tion" brought the significance of art and 

architecture alive to millions round the 


world, without ever appearing to 


down to them. Fur al. its occ 
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BOOKS PLUS 


all things Iberian), “Civilisation” will 
continue to inspire. 

Though Meryle Secrest provides 
glimpses of this talent, she does not 
analyse what was surely the essence of the 
man. Instead, she is obsessed with the 
snobbery of his social behaviour and the 
posing and the lionising of his wife. These 
features of his life might have been used 
as a foil to explain some of the more 
remarkable artistic movements of which 
he was an observer. Rather, he and his 
wife, Jane, are portrayed as trapped in a 
net of social engagements. The king, the 
queen mother, Churchill, composers, 
writers, artists drift in and out of the 
house—Moore, Piper, Sutherland, Sit- 
well, Forster, Maugham, Walton, Brit- 
ten. All seem to end, as Miss Secrest puts 
it, satisfactorily “in clover”. Lord Clark 
seems never to have entertained a loser. 

This approach to biography, part gos- 
sip column, part psychological analysis 
(complete with quotes from studies of 
childhood neuroses), is readable. Yet if 
Lord Clark's character was really so 
weak, more about his writings and their 
intellectual milieu might have made a 
more illuminating book. 





"The Welensky Papers", reviewed in last 
week's issue, is published in Britain by Rex 
Collings. 
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Disaster book 


LLOYD'S OF LONDON: A Reputation 
at Risk 

By Godfrey Hodgson. 

Allen Lane. 378 pages. £14.95. 


In 1978, Lloyd's of London became head- 
line news, thanks to Jack Valentine 
Goepfert, an American insurance fraud- 
ster who almost bankrupted members of 
the Sasse syndicate; the Savonita affair, a 
suspected fraud on Lloyd's; and the Sa- 
lem, a supertanker robbed of her Lloyd's- 
insured cargo and scuttled off the coast of 
Senegal, West Africa. After three such 
scandals in a row, it must have seemed 
the ideal moment for a searching book on 
Lloyd's. 

Godfrey Hodgson has not written it. 
Publication of the book was held up for 
weeks because of an alleged libel, but the 
writing appears substantially to have been 
completed late in 1982, with little or no 
updating. The Savonita, Sasse and Salem 
affairs, around which the book is built, 
were the result of outside villainy and are 
dealt with adequately. Still to emerge 
were the full details of malpractices and 
breaches of civil law in the market—eg, 
the removal of $53m by two underwriters, 
Mr Peter Cameron-Webb and Mr Peter 
Dixon, from the PCW syndicates con- 
trolled by the Lloyd’s broker, Minet. The 
"serialisation" of Mr Hodgson’s original 
work in the Sunday Times a couple of 
months ago painstakingly logged the 
Minet caper, though the book scarcely 
mentions it. 

This incompleteness leads to errors. 
One example is the story of Fidentia, the 
Bermuda brass-plate company controlled 
by and allegedly used to make a profit for 
some underwriters. Mr Hodgson says that 
the links between the underwriters and 
Fidentia “were never disclosed" to syndi- 
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Lloyd's: unwelcome attention 


cate names. They were. 

When the inquiry into Lloyd’s and sel 
regulation was set up under Sir Henı 
Fisher in 1979, Lloyd’s insisted that it wi 
prompted by a minor squabble betwee 
an underwriter and a broker. Mr Hod, 
son was persuaded. In fact, the ۷ 
of the Savonita affair by the then rulis 
committee of Lloyd's, questions in parli 
ment about its ability to regulate Britain 
premier insurance market and the pro 
pect of statutory controls were the ma 
reasons for the inquiry. 

Mr Hodgson provides a clear explan 
tion of how Lloyd's works, but there 
too much historical matter and little or 1 
criticism of the lack of steps to che: 
market rigging and other abuses. M 
Hodgson feels on safe ground slatii 
people like Jack Goepfert, now servit 
one-to-10 years in New York's u 
penitentiary. He is less inclined to 
possible gentlemen-fraudsters, not nece 
sarily outside the club. 


New York City Ballet on tou 


More a giggle than 
a gig 


When the world's leading theatri 
troupes go touring, what passes for 
performance is often a travesty. The gre 
name of George Balanchine, who died 
April, 1983, is the latest victim. The Ne 
York City Ballet has just sent to Italy 
company of 14 stars and soloists under t 
Balanchine banner—something it nev 
did in his lifetime. In no way did the vi 
do him justice. 

The stages offered to and accepte? 
the New York City Ballet were s= 
they would have been appropriate or 
for an evening of tableaux vivants. T 
first night took place in a tent in Rom 
The second night was danced as part 
the Italian Communist party's fortnigl 
long annual festa dell'unità. It was held 
the grassy oval at the centre of a vel 
drome, built for bicycle racing and aba 
doned 20 years ago. The stadium’s cc 
crete seats are now terraces of bushes a 
moss, which gives them the appearance 
Roman ruins as depicted by Pirane 
Plastic chairs were provided, but sig 
lines were so poor that it was sometin 
necessary for the audience to stand 
them to see. Otherwise, the perform: 
might have seemed to be dancing on th 
knee-caps. 

Space constraints meant that the cho 
ography had to be seriously curtailed. 
one item, the performers actually sat « 
a movement for three dancers, perh: 
because they calculated that the thi 
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| flew in for the occasion 
Is could not all twirl at the same time. 


e dancer hurtling onto the grass. 
this was the company's misfortune, 
K the New York City Ballet added to 
œ injury by scaling down its own efforts, 
if for a third-world audience unfamiliar 
th ballet. In fact, ballet is even more 
ular in Italy than opera. 
first night opened with a “Stead- 
st Tin Soldier" that even a Balanchine 
Pert might not recognise as his. The tin 
tdier’s hat fell off twice and a stagehand 
ss visible throughout, propping up a 
or through which the ballerina was to 
ake her exit. 
This was followed by excerpts only 
èm the geometrically constructed 
agon” and Tchaikovsky's pas de deux, 
tich, it was said, that splendid dancer 
errill Ashley had flown in from New 
ərk expressly to dance that one time in 
»me. The evening ended with “Who 
res?". for which Balanchine had used 
Gershwin songs. It is said to work in 
ork thanks to special lighting ef- 
‘ts, which Rome did not have. That 
'ant two very minor works, chosen 
ım Balanchine's 175 ballets, in one 
*ning—scarcely an adequate tribute to 
' maestro or, for the audience, value 
‘money. 
Lest it be said that New York was 
t-changing these Roman fans, they 
re accorded the privilege of a world 
miere—"'Sans les Femmes", by Chris- 
'her Fleming, with music by Ray Wil- 
۱. There were no programmes, but 
'sumably it was the one danced by five 
n. For this, the recorded music sound- 
better than on the first night, probably 


b: leap into the wings would have 


‘ause the pop groups that were to 


low set high standards for audio. 

Mas, there was an even smaller snippet 
"Agon" this time, and the ‘Valse 
itaisie" was reduced from six to four 
icers. For "Tarantella", at least, the 
۱ dancers had found the essential tam- 
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| bourines which had not been available on 









the first night. Romans who have heard 
the New York City Ballet touted as one of 
the finest companies in the world must 
have been thoroughly perplexed. This 
was the Balanchine tradition reduced by 
his heirs to a shambles. 


Neil Jordan 
Man of many parts 





IN 


A common complaint of Irish writers is 
that they have to suffer comparison with 
the glorious dead. An Irish poet, says 
Neil Jordan, is beaten over the head with 
bound copies of Yeats and no ambitious 
novel or collection of short stories is 
published without the name of James 
Joyce being invoked. Neil Jordan has 
largely avoided this fate. He has been so 
successful in his own right that he has 
been able to buy, at the age of 31, a 
substantial Victorian house next to the 
one in which Joyce lived as a child in 
Bray, a salubrious seaside suburb of Dub- 
lin, and in which Joyce set (after first 
experiencing it) the Christmas scene in 
"A Portrait of the Artist as a Young 
Man”. ۱ 

Far from being intimidated by Joycean 
ghosts, Neil Jordan gleefully speculates 
on the possibility of using his new house 
as a set for a forthcoming film, perhaps 
the epic biography of Michael Collins. 
which is to be his next feature. He is also 
conveniently adjacent to Ardmore stu- 
dios, soon to be back in business after 
remaining dark for two years. 

After writing two novels and a collec- 
tion of stories, "Night in Tunisia", which 
attracted the inevitable Joycean compari- 
sons (this time from Sean O'Faolain). 
Neil Jordan escaped into the world of 
movies. Many films have been made in 
Ireland, but few by the Irish. There was 
no precedent, no Irish director to whom 
he might be compared, no ghost to suffer. 

His debut in feature films was made 
with the encouragement of the English 
director, John Boorman, with whom he 
wrote the script of "Excalibur". This led 
in due course to "Angel", Neil Jordan's 
first film, a stark and eerily-lit account of 
everyday mayhem in Northern Ireland. 
financed partly by Channel 4. Some of the 
budget (about £450,000 in all) came from 
the Irish Film Board, which led to un- 
seemly screeches of protest from other 
Irish film-makers when they discovered 
that the IFB budget for that year, normal- 
ly parcelled out in dribs and drabs, was. 
on John Boorman's recommendation, to 
be devoted almost entirely to "Angel". 

The farcical rumpus that followed, 
highly characteristic of Irish artistic af- 
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fairs, gave Mr Boorman a heaven-sent 
opportunity to resign as head of the state- 
owned Ardmore studios. The Eire gov- 
ernment promptly took it as a cue to close 
the studios, thereby saving a great deal of 
money but depriving Ireland of its only 
major film-making facility for a couple of 
years. 

John Boorman was executive producer 
on "Angel", but left his young protégé 
largely to his own devices behind the 
camera. It did not matter, says Mr Jor- 
dan, who had had no experience of film 
direction, other than in documentary. 
"You soon find out which way to point a 
camera", he says. He tried to light “An- 
gel" as if it were a "fairy tale gone 
wrong". John Boorman assisted with the 
editing. 

"Angel" was so successful that Palace, 
thé company that distributed "Diva" and 
"The Evil Dead" in Britain, asked Neil 
Jordan to make another film. A script by 
Angela Carter, based on one of her own 
stories and submitted to Channel 4, so 
impressed him that he took it to Palace. It 
became "The Company of Wolves", 
which opened in London this week. 

An accomplished fantasist, who says he 
Is impatient of reality, Mr Jordan found 
an ideal collaborator in Angela Carter. 
For several weeks he stayed in London 
and cycled to her house in Clapham every 
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Neil Jordan—creating his own ghosts 


day. "We daydreamed our way through 
the script", he reports. “We made it up 
just like kids, inventing a wonderful and 
nasty story. She has an intelligence and 
wit that is so incisive, almost devilish.” 

The plot is plundered from fairy tales, 
chiefly Red Riding Hood. Whole epi- 
sodes, says Mr Jordan, were built up from 
single phrases in Angela Carter’s original 
story. Some of the leading characters are 
wolves, who metamorphose into men and 
back again. Quarantine regulations pre- 
vented the importation of trained wolves 
so the director had to make do at Shep- 
perton with un-housetrained animals. 

The theme of metamorphosis is not 
new to him. It was the basis of his novel 
"Dream of a Beast”. The result in "The 
Company of Wolves", he hopes, is both 
terrifying and more than likely erotic. 
Certainly, the buyers at Cannes this sum- 
mer were sufficiently impressed by a 20- 
minute reel of unedited extracts to guar- 
antee worldwide distribution. 

Neil Jordan has now finished his script 
for the Michael Collins film. It is to be 
produced by David Puttnam and distrib- 
uted through Warner Brothers. The bud- 
get will be large. In presenting the story 
of Ireland's favourite terrorist, Mr Jordan 
faces problems. There was much love 
interest among the heroes of the Irish 
War of Independence and the civil war 
that followed. The principal talent of 
Collins lay in murdering people. He was, 
however, Jordan remarks, very good at it. 
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“The Company of Wolves" 





Seeing is believing 


There is nothing wrong with the British 
film renaissance that a movie like “The 
Company of Wolves" cannot cure. Pa- 
gan, magical and strange, it is a world 
away from the worthy biographies and 
sub-Ealing regional comedies that have 
so far been taken for the best Britain can 
offer. Neil Jordan's film is unlike most 
British cinema because he is Irish and 
unafraid to draw on the dark sides of 
myth and folk-lore. 

If there are precedents for his extra- 
ordinary new picture, they lie in the 
work of John Boorman and in the single 
film that Charles Laughton was able to 
direct, “The Night of the Hunter". The 
use of the animal kingdom—a toad 
squatting on a coffin, spiders on an open 
Bible, lizards on a barren branch—has 
the same rapt, fairy-tale quality that for 
years. made Laughton’s masterpiece 
unique. 

Neil Jordan's film is a nursery story 
with the horror put back. The principal 
debt is to the story of Red Riding Hood, 
but there are also echoes of Snow White 
and Hansel and Gretel. Overlaid is the 
long movie tradition of lycanthropy. The 
transformation scenes are as hideous as 
anything in "The Howling" or "An 
American Werewolf in London”. 

The script is an intricate chain of tales 
and tales within tales. All but the first 
and last scenes are presented as a dream, 
but within that dream, both the heroine 
and her grandmother (delightfully 
played by a pixilated Angela Lansbury) 
tell two self-contained stories. The com- 
mon thread is wolf-lore 








The eyebrows give the game away 


There are scenes to curdle the blood. 
Heads fly messily from their trunks, 
tongues shoot out from between wolfish 
lips and a severed hand (that has meta- 
morphosed from a wolf's paw) bakes 
accusingly in the hearth into which it has 
been tossed. 

As the same time, the director offers 
moments of privileged magic—a kind of 
dream landscape that the surrealists 
would have recognised. As Red Riding 
Hood climbs a tree to escape the pursu- 
ing wolves, she finds herself high above 
the world in a bird's nest, with only a 
mirror for company. In one of the stories 
she tells, an eighteenth-century wedding 
breakfast turns sour as the bride, groom 
and guests are hexed into wolves by 


a 
jilted lover. a 

At the heart of this story and of the 
whole film is the notion that civilisation 
is only skin-deep. “If there is a beast in 
man, it meets its match in woman, too", 
says Red Riding Hood's mother. “Never 
trust a man whose eyebrows meet", says 
her grandmother: “the wolf that ate your 
sister was hairy on the outside, but the 
worst kinds of wolves are hairy on the 
inside; they'll take you straight to hell." 

The cast is excellent, with David 
Warner as the father, the unnervingly 
lupine ballet dancer Micha Bergese as a 
transmogrified “big, bad wolf" and a 
guest appearance from Terence Stamp, 
materialising out of the night like an evil, 
presiding genius. And it all looks ravish- 
ing. Neil Jordan is that rare bird in 
British cinema—a man who makes mov- 
ies instead of photographing scripts. 
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EGE Ge The International Baden 
or bankers who service sophisticated 
al customers. It teaches methods of 
evaluating performance, identifying 
3۲۷۱۵۵ needs and describes Services to 


th marketing bank services to them and. 
ng skills. 


: itis followed by an optional second phase which international B 

: ۱ ankers C 6 —8 February 1985 
: develops Skills and confidence with these techniques. ee Bankers Course 6 January 14 March 1988 
The International Banking! Cer tre will also Formoredetails:RefEABC ——— : 


na . run in 1985, International Banking Centre 


Senior Bankers Course- September . Manchester a School. 


: ical Bankers C. urse — June/July and Booth Street West 
September October TES 
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mt — | WOLSEY HALL home study for GCE, 
x | The Principal, Dept CAS, “Wolsey Hall, 
` | Oxford OX2 GPR. Tel: 0865 54231 (24 
۱ Md po 
|. The Policy Studies Institute intends to appoint a 0 to suci eed J, 
|... to devote his time to research and writing. The Institute is an independer 
research and the development and dissemination of ideas over: 
شش که‎ A tS f f f European policy issues. he Director will be in charge of a su 
|| The t tensive. Way and i in ج‎ real m- | | | the social sciences. Those ire ine i Brien, a a 
em: mersion. This means living i in one of 
| | the most picturesque regions of. 
E France and really becoming fluent. | | 
| Also vacation and learning plan. | 
State age, goal level and time 
available. | 


THY 1 سس‎ dris f ۱  tojointheir ی‎ sé economics team in idis economic 
olicy and: Strategy E mE C. ally and internationally. Candidates should possess a û 101 
Stra: . PE: ff f Economics with emphasis on Macroeconomics. Knowledge: 1 
rprise uf ام مج‎ Daren, and | ii Em wl f | Computer Modelling would be an advantage along with go writing skits 
M LE ll : Please write in confidence enclosing a curriculum vitae to John Walker, 
GUIDED INDEPENDENT | | Oxford Economic Forecasting Ltd, Oxford Centre for Management Sh 


STUDY PROGRAM | | Kennington, OXFORD OX1 SNY. 


The Institute for Fiscal Studies, an independsi microeconomic research ga 
studying the impact of government policy, is expanding its work in a number 
_ There are currently vacancies at Senior Research Officer level. One. post 
work on.the effect of tax on company behaviour, but there. wit be Opp 
Se endent. Sua apii ., fesearchin several areas of public policy. d 
ps C sooo fey coun ` The current research team comprises 14 fak dime e con n 
i Ore f f. computing facilities and is well connected with government, b adem 
meld £10,050-£18,000 depending on age and experience, Send full ev ating cur 
(213) 278-1094. -— Nicola Spencer, The institute for Fiscal Studies, 1/2 Castle Lane, London SwE 
.. 9100 Wilshire Bd | | 4- (Tet 01-828 7545). | 
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Ministry of 1 Transportation 


ia 










8 anish International Devel lopment Agency (DANIDA) wishes 
a transport planner (team leader) to the planning section 
th Ministry of Transportation i in. Tanzania. 





alifications: 
ity degree i in Económics or Civil Engineer ing. 


tensive. professional experience in Transport pl anning, part of 
ich in developing countries. Practical experience from project 
nagement. 


ient in poren ana written English. 









ain Functions: 

he Team Leader will have the overall responsibility for the 
-planning and co-ordination of the external inputs of the project in 
: close co-operation with the Director of the Planning Unit, Ministry 
| of Communications and Transport. This task will include the 
4 direction and supervision of the on o-day activities of the 
|. expatriate team. 

~ More specifically the Team Leader shall: 


- 6 Assess the. existing transport capacity of the different trans- 
port modes and ascertain the ااا‎ and operational 
situation. 


@ Based on the above mentioned determine bottleneck areas 

. . and prepare specific proposals for plans of action. Emphasis 

shall be given to practical programmes aiming at optimal 

effects. on "the short and medium term given the limited 
resources available. 


3 e Organise and supervise an extensive programme for on-the- 
`. job training and the ome up of more formal training courses 
- intransport. ۱ 


۱ E Based on the recommendations of an inception study prepare 
- aconcrete programme for collection, processing and analysis 
of transport and traffic data. This programme shall cover all 
. modes of transport and will provide a consistent haste for the 
E | Subsequent analytic work. | 
` ® Organise the studies and research required to determine 
E present and. future transport demand. 

1 Th em ployment i is fora period of two years with the possibility of 


E prolongation. fhe salary, free of tax, according to qualifications 
and: experience. 














S Closing date: November 1, 1984. 


d For further informa ion, , particulars and application f forms please 
contacti . ^. ^ | - 
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opportunities in. den ing 
Consulting and Management: 
AACM is particularly keen 
countries, who are accustomed ê 
skilled in writing detailed reports. 
AACM seeks persons for a wide ra 
* Livestock and Pasture 

. Rainfed Agriculture. iM 
` Irrigated Agriculture © 4 NM 
- Land Development and Land Se tement. 
Solis and Land Use ONE 
Soil Conservation and Watershed Ma lag 
Agricultural Economics and Marketing 
Agricultural Extension and Credit... 

- Agricuttural Training and Edu 
Applied Agricultural Research - DUM CHE 
Within the above broad disciplines: AACM seeks : pec 
notably African; pig production: poultry; apiculture); Agr 
ar, fruits and nu 
floriculture); Viticulture; Extension Media/ Broadcast 
Agro-Industries. P 
سید زین‎ individuals Souk s write to: 







e of services m 
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۱ in Livestock (fan gelar 
my roduct rocess 

Horticulture üncludir n 

‘Rural Sociology; Agro- bah, 




































Adelaide, South Australia, 5000, 
andincludea fully detaited curriculumvitae; namesand addressesofttves references, an 
specify any dina in ial scd NÉS ou UNS 
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National Economic Dev elopment O Office 





The National Economi Developmintt Office which 
provides the innovatory and administrative link between 
management, unions and Government in promotin 
improved economic and industrial performance and - 
competitiveness has several vacancies: ^ 

-x For two economists, to work closely with i the Econdotic 
Director and to be involved in all the analytical and economic 
policy activities of the Office. Papers need to be written _ 
against tight deadlines, using up-to-date techniques, butin 

_ plain lang for non-specialists: and often for Pucana: 

` Relevant skills and experience range from applied 
econometrics to industrial microeconomics. Amongst those 
interested in these posts might. be persons wishing to arrange 
secondment from an existing teaching or research p position. 

* For a Financial Adviser with an acoguntancy. eu a 
qualification who بمب بش یر‎ r 19° 
je of financial p Jerformance, 



































۱ examination of the as ofc ; 

mechanisms. Applicants sh uld be ar 

developments in the capital ۱ 

The salary for the abo StS, t 

in the region of £13500 to £18,000. 
-%& For an Administrative Assist: 

for providing a team of profes 
., and. administrative Suppo ; 
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1986. The appoint- 
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‘Senior Lecturer 
- Economist/ 
Development 
Economist. 


Applications: are invited from | 
suitably qualified and experi- 


enced persons for appointment f | 
tothe above postin Economics 7 | 
with a particular emphasis on. | 


Development Economics: 


Major responsibilities of this po- | 
sition in the School of Social 


Sciences include taking chape 1l. 


of a multidisciplinary course de- 
velopment experience in the 
Third World; servicing 


ics. components of the multidis- - 
EE Social 











The: appointment wil be fora | 
fixed term of upto 21 years and 1. 


will be available from February 


1985.. The University would | 


consider filling the post by se- 
zondment. and would be pre- 
jared to consider an appoint- 
nent for a Shorter period, - 

















| jum vitae and 






Deakin University, Vic- 
oria Australia, 3217... tele” ۱ 
hone (direct. tine) 052 m 131. 


S OF THE HOUBLON- 1 f 


OWSHIP, tenable . at. 
NGLAND, for the aca- 


ê for full-time research in the 


‘candidate's own choice. | |. 
ward aa! ba: at ا‎ aca- 


econom f 


„Sciences 5 






"should in- 1 ۱ : 


Û‏ : انوم 


EER Development 
institute 


| RESEARCH OFFICER 
Social Forestry 


; ". pud wishes 10 appoint a. Research Officer 0 
gut comparative research and advisory 
mon n the. designar 


management of social 
forestry’ programmes 


inistration Unit. A T - 


uid be to set up an international 


T d. network. of: practitioners, planners and re- 
“searchers and to solicit, edit and circulate 


papers to members of this network. 


4 The ‘ap pointment. will bee initiatly wl ‘three f 
years and is partially financed by the Ford i 


cundation. | 


Applications will be. considered fiom bath 
| Social and natural scientists who have a multi 


disciplinary approach to forestry studies and | - 
Several years work experience in developing f 


countries. Further details are available fram 


ae t Agricultural Administration Unit, GDI, 10- - 


y Street, London WIP. 018 Tel: 01- 
580 768: Closing date for تون ینوت‎ 30 
October 1984. 


| University of 


Southampton — 


| Department of Accounting and Man- 
1 agement Science ۱ 


| Applications are invited for a 2 year 


Temporary Lectureship in Operational 


. Research tenable in the above depart- 
ment during the absence on second- | 


ment of Dr Dale Cooper. Candidates 


should be qualified to teach in any area | 
of Operational Research. Salary on 
| scale 27,1 90-£14, 125 per annum (un- 
der review): 


.| Applications (7 copies) with circulum * 
| vitae and names and addresses of 3 | 

referees should be sent to Mr D. A. S. 

-| Copland, University of Southampton |. 

1/509 SNH, by 25 October, from whom — 

further particulers may be obtained. 

i Please quote reference number 2085. 


E "Informal . inquiries will be welcome. : 
> f Please contact Dr C. B. Chapman, 
"Department of Accounting and Man- 

agement Science. ` | 





| University of Glasgow. 


f | LECTURER IN BUSINESS 
INFORMATION SYSTEMS: 


Applications are invited for the post of 


lecturer in business. information sys- 
tems with special reference to manage- 
ment and accounting systems. Appli- 


] | cants would be expected to develop 
] ۰۱ research and teaching interests in ۲ ۰ 
di applications relating to business which 
4 [could include ۱ 

| port systems, data base Managemen ۱ 
and expert Systems... 


| Salary will be shunts range £7,190- 
|] £14,125 on the Lecturers’ scale, with 
1 ‘placement. according to age, qualifica- 
‘tions: and exi ixperience. 

Further particulars may be obtained - 
from. the Academic Personnel Office, 
.| University of Glasgow, Glasgow G12 
j| 8QQ, where applications (10 copies), I. 
giving ! the names and addresses of not f 
| more than three refereés, should be 
1 lodged on or before 23 October 1984. 


| . Inreply please quote Ref No 5340U 





modelling, decision sup- 






London based economic research 
unit requires post-graduate in eco- 
nomics with interest in international 
: trade development and country risk 
analysis to draft policy orientated | 
] papers for non-technical readers. — 


Candidates should ideally be famil- 
iar with computer applications. - 
Salary: around £11,000 pa. 


| Please send cv Box No 3390, The | 
Economist Newspaper Ltd, 25 St 
James's Street, London Swi H 
1AG. 








"SOUTH AUSTRALIAN INSTITUTE OF TEC i 
The Elton Mayo School of Management . 


VISITING APPOIN Mi NI uw 
IN MARKETING ۰ — 


O5 Elton Mayo School of Ma 
- Misiti rofessor/Associate Professor/Prin 


. Opportunity: 


School will arrange accommodation for the 
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on à single-semester basis (Fic inn 985) 
Applications are invited for a visiting appointment in^ 
ement. The appointment 


| Lecture 
2000 ing to qualifications and experience. w 
The successful applicant will be currently employed in either acad 
اب یاف‎ enterprise and will be a significant contributor in the: field of. 
marketing. CARR 4 wA 
THE OPPORTUNITY: The appointment offers a most interesting Eoo 




















to take study. leave i in South Australia with Scope for visiting: other ۳ 

parts of Australia: E. 

to influence the development of the Elton Mayo School NE 

Management in such areas as teaching, research, i ancy, —..— 

executive development and community relations. programmes. (T idi i 
odate the appointee’ 5. 













programme can flexibly accommo‏ ا ا 
specia 2?‏ 
THE CE: Adelaide is an attractive coastal city with a population of‏ 





about one million people. it is the capital of South Australia; the centre yi 
government for that State, and has an extensive commercial 
پیب بیط‎ eee rural economic base. The city is ad 
beaches, the Barossa and McLaren Vale wine-growir 
boasts a relaxed life-style. The climate is mediterranean, with cool 
winters and warm to hot summers, E 
THE SCHOOL: The Elton Mayo School of Management. offers wide — ' 
range of management courses at graduate and undergraduate level, 
including a substantial programme of Graduate Di piorna courses, an | 
MBA, undergraduate Di and a Bachelor's deg 
offers specialist majors in such areas as Marketing 
Administration, Japan Business Studies, Justice À Jministration, Arts T 
Administration, Health Administration, Industrial Relations and Personnel 
Administration. The School has a staff of thirty, and 1,100 students. x 
CONDITIONS: A salary of $A16,317 for an 18-week appointment. The 
period. Air fares to Adelaide 

and retum for the oa pen will be borne by the institute. 
APPLICATIONS with curriculum vitae should be addressed to the 

Staffing Officer, South Australian Institute of T echnology, North Terrace, | 
Adelaide, South Australia 5000, Australia, d M 

Brief information about the Schoo! can be obtained from the Associ 

of Commonweaith Universities (Appts), 36 ا‎ Square, 


































E GUERNSEY mailbox, office/company/ 


ice | nominee services. Strict» confidence. 


P fons یبیط‎ s jo" 
1 aortic including ‘utilities $1 200 


wner occupied | tow | 
use. Excellent light and sun, sur- f 
unded by Des. ia Ze 758-5029, k 


“Friday. 1 | 16 Movember ۱ 


London 


` Subjects to be covered include 


| ۰ the impact of North Sea oil 
& gas in Scotland. . 


| 7 ‘changing impact. c of coal in | | 


i Yorkshire & Humberside A 
| « energy: 
۱ planning - 


e economic implications: ae 


5 energy developments 
-.... Speakers include. - 
| 4. Henderson $ shell UK. 


' | No VAT. Dupré Assoc. Ltd, Church 


Lane, St. Sampson, Guernsey, C.L Tel: 


T 0481-49773. Telex: 4191171 G. 


| HELP. Third world student seeks bene- 


factor to help with her education. Box 


3385, The Economist Newspaper, 25 | 


St. James's Street, London SWIA 
1HG. 


ENGLISH. Intensive private coaching 
by an.EFL-qualified tutor (English as a 


` Foreign Language Teaching Certificate 


of the Royal Society of Arts). £15 an 
hour. Mrs A. Taylor, uror 7882. 


| it you ۱ don't know MEL contact the | 
| experts in British and Intemational family | 


 l history. Send brief details for our free | | | 


| brochure. 
| p ad South, 8 Dept 9, Guild House, 


, Southampton, UK. Tel: | 


AUTHORS Pure BY 


. NEW YORK PUBLISHER 


| Leading book publisher seeks manu- 

| scripts of all types: fiction, non-fiction, 
|| poetry, scholarly and juvenile works, | 
| | etc. New authors welcomed. For com- 
 plete information, send for free booklet 

` 5-92, Vantage Press, 516W, 34 St, 


New York 10001. 


MOTION PICTURES 


| OUTSTANDING OPPORTUNITIES 


^Heavily funded newly-formed influential Furo- 


f American combine invites participation in joint 


venture-new American fim productions. Predis- 
_ tribution. arrangements and low-budget restric- | 
tions assurés capita! protection and high poten- 
tial. Smaller participations also available. l 
| . No 48, سل‎ Pi me 
i ew York NY 10020, USA ` 
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۱۳۵۲۱ DEMAND AND JOBS More signs of an American slowdown: industrial 

duction in the United States rose only 0.2% in August, the smallest rise since last 
vember, taking the 12-monthly increase down into single figures for the first time in 
Wear; and American retail sales fell 1.6% in July. Britain's industrial output was 
lected by the coal strike and fell 0.796 in July. Switzerland's gnp shrank 1.0% in the 
Sond quarter, so was up only 1.5% on a year earlier. But the Swiss unemployment 
© still looks enviable, at only 1.1% in August. France's unemployment was at 9.8%. 
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ICES AND WAGES French consumer prices rose 7.4% in the year to August, 
Yinuing their gradual deceleration. Canada showed further progress, with the 12- 
mthly rate falling from 4.296 in July to 3.796 in August, while Sweden's rate rose 
m 7.4% to 7.8%. Japan's wholesale prices were unchanged in August, but the 
monthly increase of 0.2% was the first for almost two years. The underlying 
rease in Britain's average earnings slowed to 7}% in the year to July, from 73%. 
^ange at annual rate 
consumer prices* 3 
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 &n smelters reduced their prices and — 
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THE ECONOMIST COMMODITY PRICE —- 
INDEX Poor demand continues to de- _ 

press the prices of base metals. Last 1 
week our metals SDR index hit a low for 
the year, 22% down from its March peak. _ 
Prices came under further pressure when _ 

most London Metal Exchange stocks  - 
rose for the first time this year. Aluminium — - 
is now below £800 a tonne, its lowest _ 
level in London for 19 months. Western - ; 
stocks rose 101,000 tonnes in July to — M 
4.1m tonnes, despite production cut- 
backs. Zinc is at a 10-month low: Europe- 2 






















announced cuts in production as well. — 
Lead is still waiting for demand for batter- ' 
ies to pick up. ۱ 


LME metal prices, SDR terms 
120 Jan 3,1984 * 100 








7 60 1984 

+ + + Jan Feb Mar Apr May June July Aug Sept - 
n —t49 —— + 78 6) HIS 4 86) +A —  3496(0 
GNU. £07. . 1290) 026 FD —13 TI) . ۱ 

+ 48 + 5.0 (8) + 3.5 + 6.3 (8) + 41 + 75 (7) 1980- 0 96 change on 
+ 1 + 4.1 (7) + 07 + 2.0 (8) + 26 + 3.3 (8) 86011 Sep 18 one 
rates in manufacturing except Australia, ings; and Switzerland, monthly ings; Belgium, 
Sweden and USA, hourly earnings: Uk. monthly oamtice te ni span ar Nissi Dollar index 
All items 76.4 76.7 -23 -129 

OCUS: EXPORT DEPENDENCE hes EE ea ee ee 
«cluding oil exporters, 14 countries O * 20 40 60 80 100 All 65.4 68.1 -39 -181 
lied on a single export for more than Nfa’ 754  . 749 -15 -16.0 
ilf their export earnings in the latest Metals 57.9 63.0 -59  -199 
var for which they have detailed index 
ade statistics. Nine of the 14 were Atene — 1301 1445 +41 + 65 
‘en more dependent on their largest Bos AER OU M Mice 4 
oney spinner than they were in Alt 1192 128.3 +24 +02 
۱7۵, For some, this growing depen- "وا‎ 1373 — 1411 +60 +27 E 
ince was for good reasons—eg, Bo- Muse 105 TT OR O 
wana has found some big deposits SOR index 
diamonds. For others, the reasons بر‎ a اس‎ 1131 5 à 22 
xe bad: Uganda's whole economy Industrials l : i 1 
S slumped, leaving coffee as its sole All 84.9 89.4 -13 -13.1 j 
al export. Only the less-poor coun- Nia’ 97.8 98.3 +1.1 -9 E. 
2s have diversified their exports: — EM RR E b 
۱۱۵۲۳۱۵1, for instance, on 51 Ms its | "Eon 34125 39800 وج‎ -179 
port revenues from coffee in 1983, Crude oil (spot) Arabian light 4 
mpared with 6496 in 1970. Source: IMF ۲۱960 ۱1982 | $perbarrel 2765 2780 +05 - 37 ۱ 
(notes applicable to all tables. All figures seasonally adjusted except where otherwise stated. "Not seas. adj. t Average of latest 3 months 
oared with average of previous 3 months, at annual rate. n.a. Not avai able. Small figures in brackets denote month of indicator. 
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ECONOMIC AND FINANCIAL INDICATORS 2 


FOCUS: GOLD MINING Falls in the 
gold price have been mainly due to 
declining demand for the stuff, but 
increased supplies have also played a 





WORLD BOURSES Most stockmarkets dithered over American interest rates, ba 
on balance showed strong gains. West Germany had the biggest rise, on signs the 
industry was recovering quickly from the engineering strike. Belgium reached a ne* 
high for the year; South Africa sank with the gold price. 
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part. Much depends on how much |  Stockprice indices % Change on 
South Africa chooses to sell, as it Sept 1984 one one record 31/12/83 
mines 62% of all the non-communist 18 high low week year high in local ir 
world's gold output. Russia keeps its currency terr” 
production figures secret, but west- 0 922.8 755.3 ni +217 — 70 6 = a 
erners guess its output at 260 tonnes | New York 1226.3 1286.6 1086.6 + 4 - 18 -47 = 6 - 
a year, compared with South Africa'S | Canada 24004 25057 20707 424  -69  Á —128 4-57  -1 
680 tonnes. The soaring gold price in | ^ Australia 7182 787.9 646.3 * 05 + 04 - 8 - 74 -1 
apa 817.1 876.6 735.5 + 11 +200 -68 .: 117 +9 
bie نو ا اس و‎ ongkong 974.9 1170.4 746.0 + 3.1 4165 -46.1 *114 +10 
ucers to sink more mines. 2 Belgium 163.2 163.4 135.3 +1.7 4256 -0i +198 + 
increased its gold production by al- France 173.9 181.7 155.6 + 06 F: 
most half between 1982 and 1983, Germa 1048.7 10965 sit + 44 
; 1 olland . à [ * 4. 
seine: it ahead ^a America edi dh 214.1 2296 1921 +09 
ira place in the ۵5 Si 896.8 1071.9 73 41 5 
league of gold producers. i - 43 
14514 1594.5 + 04 - 1. 
pu production hay ‘ies 378.0 388.5 £03 4122 .-195  -15  —1 
Africa's MEM d 
% share ——»($2) MONEY ANDINTEREST RATES Monetary growth slowed in America, with M1 ar: 
زمممه‎ | M3 showing smaller 12-monthly increases in August than in July; the 5.696 rise in M 
was the smallest for two years. Both measures of Japan's monetary growth speede 
up in July, as did Britain's in August. 
Money supply Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
% rise on year ago Money market Commercial banks Bond yields 
Narrow Broadt Overnight 3 months Prime Deposits Gov't Corporate Deposits Bonds 
4 (M1) lending 3 months long-term 3 months 
Australia — +11.4 +11.1 8.00 1050 13.25 1025 13 1455 10.13 12.54 
1372 7% 76 78 80 82 3 ium +59 4107 (3 7.65 1125 1425 1075 1198 1197 1075 na 
Canada - 05 + 3.5 (8) 1250 1207 1300 1213 12 1278 1209 1272 


France +85 + 93 (1) 1250 1119 1200 1119 1214 1369 1131 1244 
WGermany +14 + 3.2 (7) 550 5.85 8.00 527 7.70 7.60 5.63 8.0 







South Africa 62-4% Holland + 22 + 69 (6) 5.88 6.38 8.00 6. 8.40 8.65 632 8. 

4131 +126 (3 1725 1763 1700 1150 1578 1453 15.1 na 

Canada 6:5% +28 + 7 613 6.34 550 350 710 7.42 $ 7. 

Brazil 4-7% Sweden na + 26 (6 13.50 13.60 12.00 13.15 13.1 13.20 13 na 
Switzerland + 29 + 67 (5) 2.13 5.54 7.50 475 479 


































UK 1145 + 82 (8) 594 1100 1150 1082 1097 1195 10. 
Philippines 3-196 USA +56 + 9.6 (8) 11.63 11.13 13.00 11.05 12.32 13.65 1169 128 
Other key rates in London 3 mth Treasury Bills 9.9%, 7-day Interbank 10.3%, clearing banks 7-day notice 7.4* 
Eurodollar rates (Libor): 3 mths 11.8%, 6 mths 11.9%. 
1M2 except Australia, Canada, Switzerland, USA, W. Germany, M3, Japan M2 + CDs, UK £M3, Definitions of 
available on request. Sources: Chase Manhattan, Chase Econometrics, Banque de Commerce (Belgium), 
Credit Lyonnais, Svenska Handelsbanken, ANZ bank, Credit Suisse First Boston. These rates are i 
and cannot be construed as offers by these banks. 


TRADE, EXCHANGE RATES AND RESERVES America's current-account deficit in the second quarter was £24.4 billion, با‎ 
from $19.7 billion in the first quarter and $9.7 billion in the second quarter of 1983. Australia ran a visible trade deficit of 241 


(US$208m) in August; and a current-account deficit of US$853m, its second largest this year. The United States dollar jumpe 
1.996 in trade-weighted terms, and to long-time highs against most European currencies. 











pua New Guinea 1:756 
12:2% 
Source: Consolidated Gold Fields * Non-communist countries 


Trade balance** current- currency units per $ 3mth forward rate — . Trade-weightedt currency units foreign reservestt 
$bn account i exchange rate $bn 
balance Discount 
latest latest 12 $bn premium ۱ 
month months ۱۵۱65112 mths latest latest yearago perf perSDR July yearag 


Prem 1.61 1.9 9 1.48 1.1 7.7 63 
Prem 0.89 88.5 90.9 77.2 61.9 4.0 5.4 













3 
9 
1 1. 1 i 
Holland 0.72 (5) + 40 7 (3) 3.49 2.98 3.44 Prem 5.30 110.8 115.9 4.30 3.46 10.0 10.6 
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something is happening to the huge 
computers huge corporations use. 

They’re shrinking, both in size 
and in importance. 

And perhaps the most dramatic 
example of what the future will bring 
is aremarkable NCR computer that 
packs a roomful of computer power 
into a box the size of a suitcase. 

The technology that made it pos- 
sible is called VLSI (for very large 
scale integration). It allows us to 
put /0,000 electronic elements on 
a chip the size ofa fingernail. 

This technology also makes this 
computer faster, more reliable and 
easier to service than its much 
bigger cousins. 

And, unlike them, it needs no 
special air conditioning or specia 
wiring. All you do is plug it in. 

But the bottom line is that it 
dramatically reduces the price of 
computing power. 

Even huge corporations can't 
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#۰  passupa deal like that. 
~~ That's why bigger computers 
aren't necessarily better anymore. 


INNOVATIVE COMPUTER 

NCC ess TECHNOLOGY. 

nanna A CN YOU CAN EXPECT IT 
FROM NCR. 
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We've put a price on Paradise: 


from US $16 a day. 







Lanka the next time you're flying to the UK, 
Europe, India, Maldives or the Gulf. 

Then you can enjoy a relaxing stopover en 
route on our Paradise Isle of Sri Lanka. At 
very special prices reserved exclusively for 
Air Lanka passengers, 

A Sn Lanka Stopover Holiday can cost as 
little as US$16 a day* inclusive of modern 
hotel accommodation, breakfast, ground 
transfers to and from the airport, plus 
valuable shopping discounts. 

Your stay can be as brief as one day/one 
night or as long as 5 nights/6 days. With 
the price decreasing after the first night. 

And there’s a wide choice of hotels in 
Colombo or four beach resort areas. Your 
Travel Agent or local Air Lanka 
office has all the details. Talk to . 
them soon. AIR LANKA 


A taste of Paradise 





All you have to do is book yourself on Air ۳ L ۱ 


* twin sharing basis 
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LETTERS 


Cern 


SiR—'Concern for Cern” (Sep- 
tember 15th) gives undue cre- 
dence to the report on Cern by 
Messrs Irvine and Martin, which 
is in several respects seriously 
misleading. The authors claim 
that a combination of citation 
analysis and opinion poll allows 
objective evaluation of the per- 
formance of scientific laborato- 
ries, and even an assessment of 
their prospects. 

The authors also set great store 
by a selection of most highly cited 
publications in the decade 1969- 
1978. The notorious fallibility of 
such an approach is well illustrat- 
ed by their own data. Cern's 
discovery of the neutral-current 
form of the weak interaction does 
not get into the “top eleven". Yet 
this opened the door for the unifi- 
cation of the weak and electro- 
magnetic forces and set the stage 
for much of what has followed, as 
is recognised by Messrs Irvine 
and Martin who define it as "cru- 
cial”. How many other crucial 
discoveries have they missed? 

The view that, in the same 
decade, Cern came second in the 
world league table to Stanford's 
first leads Messrs Irvine and Mar- 
tin to conclude that being an 
international laboratory made 
Cern's management undynamic, 
subject to conflicting pressures 
from their international masters. 
No shred of evidence is produced 
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This EIU Special sets out to interpret 
countertrade with developing countries 
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to support this unwarranted 
conclusion. 

Several major fallacies under- 
lay the report. One is the view, 
propagated in your article, that 
science progresses by goat-like 
leaps from one mountain peak to 
the next. Such "earth-shaking" 
events coming alone would be 
unintelligible—the peaks have to 
be supported by systematic re- 
search. Another is the presump- 
tion that the outcome of experi- 
ments in a frontier science can be 
somehow forecast. By the very 
nature of this field we are often in 
the dark about which experi- 
ments will be significant; the only 
test is to do them. 





1. H. MULVEY 

Nuclear Physics 

Oxford Laboratory 
Robots 


SiR—In “Japan invents robots of 
the third kind" (August 25th), 
you show a photograph of the 
Stanford/JPL hand. 


Made in America 


Your text is completely devot- 
ed to Japanese robotics. The im- 
plication is that the hand is Japa- 
nese. As its designer and 
manufacturer,! assure you it was 
not invented in Japan. 





Cambridge, KENNETH SALISBURY 
Massachusetts. Mit 
London 


SIR—In commenting upon the 
proposal that the government 
should set up a London “grand 
committee" of members of par- 
liament to discuss issues affecting 
London as a whole (September 
22nd), you say: "It would have 
no powers. And no point”. 

That is only true if you think 
that debate does not matter. 
Take the problems of London 
Transport. At last, day-to-day 
control of public transport in the 
metropolis has been removed 
from the hands of Mr Living- 
stone's zanier lieutenants. But we 





need a forum where London 
Transport's plans and perfor- 
mance and accounts can be dis- 
cussed by elected representatives 
of the people of London. 

This cannot be done by the 
individual London boroughs, nor 
by the London Boroughs Associ- 
ation. Nor would it be easy to 
find enough time on the floor of 
the house of commons. A Lon- 
don "grand committee" is the 
answer. 


House of Commons 
London PHILIP GOODHART 





India's opposition 


SiR— You have accused the Indi- 
an opposition parties of "pursu- 
ing power for its own sake, in- 
dulging in petty rivalries, giving 
and taking bribes” (August 
25th), and sought to apportion to 
them at least part of the responsi- 
bility for the slow stain of corrup- 
tion that has debauched Indian 
political life. 

To pinpoint the roots of the 
phenomenon of corruption, one 
must probe the philosophy on 
which the Indian public has been 
weaned, Ever since indepen- 
dence in 1947 the ruling Congress 
party has maintained a dubious 
economic doctrine: that the Rus- 
sian model of planning is best 
suited for India; that state owner- 
ship of industries is the only path 
to prosperity; that the predomi- 
nance of the public sector alone 
guarantees complete welfare; 
and that government-owned en- 
terprises should not be expected 
to earn profits since they were 
established to serve the 
“masses”. The public sector has 
now blossomed into a parasite 
sector, building up losses that 
have almost equalled the colossal 
investments in it. 

All this is being done in the 
name of "public good". The op- 
position (right-wing) parties like 
the Bharatiya Janata party, 
which do not believe in a socialist 
economy, can disagree with the 
declared aims of the Congress 
party only at the risk of displeas- 
ing the electorate and probably 
endangering their very existence. 
When they say that they are not 
averse to state capitalism only if it 
has tangible benefits for the peo- 
ple, they are branded as oppor- 
tunist and turncoats. The opposi- 
tion is forced to jettison some of 
its principles to ensure that it is 
not snuffed out of existence. 

Having smothered the opposi- 
tion, Mrs Gandhi proceeds to 
ensure that her descendants 
alone ascend to the seat of pow- 
er. The official media funded by 
the taxpayer is bludgeoned into 
projecting Mrs Gandhi and her 
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son as the saviours of the ۸ 
The manipulation of India ha 
gone too far. The prime minista 
is the prime manipulator and us 
less she is replaced, the bleedin 
of India will continue. 


Bahrain J. RA 





Iran 


SIR—Your readers may hope th. 
your special correspondent's arf 
cle on Iran (September Ist) r 
flects a sound understanding « 
the present situation; but | mu 
point out that Baha'is are beir 
executed there for their religiow 
beliefs. 

The following statement by tM 
religious judge and president « 
the revolutionary court of Shira 
confirms the sad fact that this sor 
of persecution goes on: "Befo: 
it is too late, the ۳۵۳۵ ۱ shou 
recant Bahaism, which is 
demned by reason and 
Otherwise, the day will soc 
come when the Islamic natic 
will deal with the Baha'is in al 
cordance with its religious oblig; 
tions, as it has dealt with oth« 
hypocrites who have appeared i 
more dangerous garb and ha* 
satanic religious gatherings.” 

To lose one’s life in war 
terrible, but to be murdered fe 
one’s religious beliefs is, in 198 
incredible. 


Barnet, 
Hertfordshire 


Pain index 


SiR—Your discussion (Septen 
ber 15th) of Mr Mondale's pla 
and Mr Reagan's nonplan to coi 
trol the outyear budgets fails ٩ 
challenge their optimistic a 
sumptions of steady growth. Ui 
fortunately, the huge budge 
trade deficit explosions, al 
recorded, seriously thr 
these assumptions. Regardless 
who wins the election and h 
future plans, the delayed impa! 
of these current deficits will soc 
play havoc with the economy an 
create unforeseen misery. 

To illustrate this point, | hay 
developed a leading indicate 
which predicts the course of N 
Arthur Okun's clever “misery ii 
dex" (see chart on next page 
The "pain index" is easily con 
puted from the sum of budg 
and trade deficits divided by gn 
It has increased almost fivefo 
since 1980, while misery, as tl 
administration proudly emph: 
sises, has been cut in half. 

This interaction is logical, sinc 
budget deficits control unen 
ployment by fiscal stimulus, ar 
trade deficits control inflatic 
through import  competitioi 
When both deficits are delibe 
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eei sores: changes arena‏ و و 


vestme t programmes to establish نیمه‎ combinations ‘investment: 
Experience with us ng PC's would be an advantage. - Ty ere 
b will also invo on with the Research Departments of financial and brok ag | 
[ sations witha view ۴ eva uung and او ی‎ new porong manag: ment tools 
become available. i Ew a 


; Please send you app یت‎ clude full c career and personal details to: 
Mi s Hanneke Frese, Pe onnel C Officer, 1, Citibank, 335 Strand, London: WC2.. 


D. Coopers & ‘Lybrand Associates Limited isa major UK firm of management and. econc fric t 
with a growing international practice in the energy sector. We are at present seeking to streng jthen our ۰ 
existing specialist staff at all levels and are looking for candidates with: ~ A Ue 


"lea good degree in economics and an interesti in investment appraisal and/or pricing issues in one of 
the energy industries © | Lu Md ds 
e e اج ا‎ experience in one of the energy supply Mi preferably with 


B All the positions ofer the opportunity 3 working overseas as well asin the UK but, for at least one a 
| the senior appointments, previous consulting experience in developing countries is essential. 


i There are excellent prospects for advancement for those who can prove their ability to take on 
| progressively increasing responsibilities. | 


E Résumés W itha daytime telephone number toSJ Webster, quoting Ref. 10/28 


j -Coopers & موی‎ Associates Limited 
4 res, "TES میا ان‎ ۱ 


E Fleelway House 25 Fani ingdon Street 
po ""Londop ECAA 42 Pss 
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emente in 1985 the pain index 
will e dh a reversal. There- 


Uu SIR Your “survey-of the airline 
| industry" (August. 25th), which 
was both interesting and informa- 
| tive on the worldwide scene, 
touched briefly on the Civil Avia- 
tion Authority's proposals that a 
number of routes should be trans- 
ferred from British Airways to 
he private sector to promote 
npetition. I would like to 
ke just two points: 

: CAA proposal merely 

ds the replacement of 
1onopoly by another; by no 
of the imagination is this 
petition, nor will the con- 
ier benefit. 
: When the assets are taken 
om one. company and given to 
nother to assist the latter's sur- 
al it is called a subsidy. 





DACRE WATSON 


C jin. Marshall writes, 
hy should British Airways be 
redatory or squash i its tiny Brit- 

rivals?" (Letters, SEDENT 






already paid for and the sion 





al Cheshire ۱ 


mi Nuclear weapons © 
“| SiR—Your | excellent survey. of. 
| nuclear weapons (September ist) 
„| contained an inaccuracy about 
1. “circular error probable". ۱ 
chances of at least one of two 
,| missiles landing within a specified 
4| radius would be 75%. Good odds | 
' certainly, but not a “virtual guar- 
® antee”, as you put it. 
` New York 


Es T سس‎ 


: e programmes are im- 


vs" s ا‎ 1 be siccat 





generated vill 


dis sh Airtours go to the 








SIR--The problem of homoeo- 
pathy has less to do with impro- 
prieties in marketing of pharma- 
ceuticals than with the lack of 
qualified practitioners. 
Homoeopathic treatment, as 
you point out (September 15th), 
often results in distinct remedies 


` for patients who might conven- 
— - tionally be regarded as suffering 
from the same disease. So a ho- 


moeopathic doctor necessarily 
takes much longer than does an 
orthodox general practitioner 
over his consultations, because 
he has to allow for so many 
factors about the patient. 


These methods make it diffi 


cult for homoeopaths to . work 


within the National Health Se- - 


vice, though there is no formal 


bar to their doing so. Most have: 
to practise privately. Add to that 


the strong resistance to homoeo- 
pathy from orthodox practitio- 
ners, and it is easy to see how the 
shortage of homoeopathic doc- 
tors has arisen. 

They have been unable to cope 
with increased demand for ho- 
moeopathic treatment. Because 
homoeopathic medicaments are 
apparently so simple and because 
they are incorrectly believed— 


including by you—to be free from 
risk though misapplication, the. 


scene has been set for the current 
misleading marketing of reme- 
dies which you have properly 





۱ London J. C. Hunt 
' Crossed wavelengths 


SIR—The letter from Mr O'Cal- 
laghan of Radio Telefis Eireann 


|. (September 15th) struck a sym- 
s. pathetic chord in Pembrokeshire. 
s Here, ‘motorists listening to the 


Pave Homer Pe 


The. 


. Lancs 





red, any exta local ra 
raise s 


15th) that Dr David Owen would. 






ng on one count, 
idespread use of tu — 










like, at least, a referendum on inf 


proportional representation. 


What could be more futile?. mor 


The turnout, would be deris 
probably lower than at a Eu 


‘election. Even if the verdict were ‘tran 
heavily in favour, opponents eer ir 
. PR could say that the electors el 

were uninterested, (wu 
would be the end of proportional à vat 


cand- 


representation. 
Bolton, 





Cyprus: 


SIR—While the entire’ voldi com- 


munity recognises President 
Spyros Kyprianou as the presi- 
dent of the sovereign and inde- 
pendent republic of Cyprus, it is 
quite bewildering to see The 
Economist (“Narrowing 
breach”, 
scribe him as the “Greek Cypri- 
ots’ president". 
bewildering to see Mr Denktash 





the Turkish Cypriots’ president. 


Denktash say, Mr Kyprianou is 


the legitimate president of the - 


Republic of Cyprus and he is 
recognised as such by all interna- 
tional bodies, including the Unit- 
ed Nations. Mr Denktash re- 


mains to this day the self-styled 
of an ‘unrecognised 


"president" 


‘that t 


destroyes 
M. B. ا‎ 


he Bı 
September 8th). de-. -$ 





It is even more 






donor, in Ls t | 
dd : be wilfully. 







e. tbe ate سره‎ saying that | 


One could remark that + ‘saving 


lives" is a misnomer anyway. Life 


can only be prolonged, not saved, 


Should any price, in money and 
animal life and suffering, be paid 


O HENRY KLEINVELD 





۱ npa and "Wm 


described in the same. report, as SH 





P 'Ofessor Hupkes. (Letters, 


A mint 25th) needs to revise his 
No matter what Turkey and Mr ~ 


beginners' course in macro- 


economics. 


The difference between gnp 
and gdp is not the terms of trade. 
adjustment but factor servi 
payments (eg, interest paid. 
received from abroad, e 













and illegal pseudo-state. Recent. 24 










United Nations resolutions on. ‘pot produ 


Cyprus have not only de 
the declaration of a partitioni: 


state in the area of the republic. 
under occupation by Turkey, but 
have explicitly called upon all 
states not to recognise any Cypri-. 














ot state, other than the republic 
of Cyprus. | 


Tasos db 


London Cyprus High Commission 


Tu to you 


SiR—Having been multi 
since I can remember, a fr 
traveller and a keen. obse 
social habits, 1 could no 
having a good laugh 4 
spondent' spece onthe m 


d 1 part of this. out- 
that accrues to its nationals. 

The quite separate adjustment of 
gross product by changes in the 





«terms of trade shows changes in 
the command that this same 
dd D over duod and 


RECRUITMENT CONSULTA! 
35 New Broad Street, London EC2M 1 
Tel: 01 588 3588 or 01-588 3576 
Telex eStats 


ONE OF THE WORLD’ s LEADING BUSINESS CONSULTANT: S— -SPECIALISING | 
` MINERALS AND METAL RESEARCH 


5 common among senior s 
. . interest in economic analysis 
>> importance. The سم نی‎ 
Salary negotiable, £8,000- 
2 Appl ications in strict confi 


CAMPBELL-JOHNSTON ASSOCIATES ms MMSE Re RECRUITMENT CONSULTANTS) LIMITED, 
_35 NEW BRO REET, LONDON EC2M 1NH. 
TELEPHONE: 01 308 3588 or rq -588 3576. TELEX: 887374. IMG a 1-638 9216. 


5 CENTRAL L LONDON 


oviding. 
Dice he formation in 


The Confederation of British ت‎ require a aResea 
_ Assistant for a period of 6-12 months to ass 

work on the reform of the UK tax system being: 

by our Economic Affairs Directorate. - E 

The successful candidate is likely to have ani é 

0۲ economic qualification with some knowled 


/endors and Users of computers, analysis of 
asts "and 3 busiteoe. trends, report writing and client 
sulting services. We r noue candidates with.a good 

gree and demonstrable writing and presentation abilities. 

_ Successful candidates will have worked in Computer Services | 
management or with a Major Hardware manufacturer, and have 
-had business planning or research experience, 

Total remuneration up to £20,000 + including BUPA, 


: '"ANALYSTS—The positions need the abiity to Hse by tele- : 
i uency in European 


tes may have worked in a adt research or business | 


hone and on-site and analyse results. 
mn guages would be a distinct advantage 


ming function in a computer environment. 
otal temuneration up to £15,000 including BUPA. 
These are opportunities to join a fast: growing dh dynamic company. 
Please write or telephone. enclosin 


irwork oe 1st Floor,‏ سا 


brief curriculum vitae - 
with compensation h histor Hocking, Managi ing ü 


interest in the taxation system. Other requirements 
ability to write clearly and concisely, the posses: 
natural intellectual curiosity and a bip 
capacity. Salary wil be negotiable subject to qualificatior 
and experience. x3 
On completion of the work the successful applic int w 
be considered for permanent E within o 
Taxation Department. a 





appoint two Senior Econo (éste to = Bes BS 


omic Directorate as members ofa — 
is to presents and ا‎ the | 


1 i 1 on nitro poly issues, Both jobs wi 
ith leading businessmen, Government : 


Df e between oR should aa 
acönomic or i dust stia i policy issues, ‘be 


supply men defence equipment, technical support 
and Mica engineering. Projects for overseas 


j: ion, will fog fesponsible for the detailed 
`. prepa n, drafting, negotiation and implemen- 
Es tation of a wide variety of contracts with both 
NEU stomers and cla non and contractors Has the 


loe bg number of nati 
tions. Sora restock. sy piesza the 


ch on corer to 


B an دمم‎ sid — 


ana sis, یک‎ and D ropes pies as wal $ را‎ 1 D ive y ata. 
E 4 it must be fluent in enh and have a g dworki 
is M ow 


| and ithe names ‘and v pe pe jena pean 


۱ E lications Sm the reference number should be sent by 


1984 to the: 


` HEAD OF PERSONNEL DEPARTMENT 
INTERNATIONAL LUNES TOCK CENTRE FOR AFRICA 


_ ADDIS ABABA \, ETHIOPIA 


| You oi be de to degree avers and have an. 


e -date e of کک‎ equipment toane su 
e de fer ndustry, 


experience. 


Benefits include a non-con RB pension T E | 


and free membership t of. a ` medical: insurance 


scheme. 





taney arm lof the ICAEW which - 
rvice for employers wishing to |. 
ed Accountants. together with other closely |. 


vities and are seeking a consultant to join us who 
an offer experience in accountancy recruitment. As part of a 
mall team you will be given complete responsibility for 


a wide range of assignments together with the 


0 unity | to extend into all the other activities the Service is 


| age lex in: For the right person there is an. opportunity to 
ads over as j Head of the Service in the short term on the | 


wiand and Wales 
PO Box 111, Moorgate Place, London EC2P 2B 


Telephone 01 628 7060 


Applications: are ره‎ from Commi 


zens for the following key appointmen‏ | رز 
ul Secretariat's senior staff to be made oni‏ 
year contract basis.‏ || 


c £23,000 


agement. roles án 


business. Workin, 


and ensuring "that they js Te‏ وج 
and reviewed for all staff. os by 2‏ || 


clude recidituient, training md cal 
ment, staff rules, and individual co 
Applicants should hold a relevant qu: 


siderable personnel management experie 


| lie or private sector, and have worked in 
| | ing country. 


Emoluments for both posts are taxable, but 
appointees will receive expatriation and o 
ances. Detailed job descriptions, terms »- 
tions of employment are available from: - 


The Director, Administration Division - 
Commonwealth Secretariat | 
Marlborough House — 
Pall Mall, London SW1Y 5I HX. 





are 2 ‘strung’ deni bnt an. ۱ 
piece can be exposed to har! 
consequently can stop a whole cha 
dee considerations sine a to 


Slewing rings swing 210,000 dwt — | anc six l Š- metre bearings. Al : 
Tazerka. "RANA uL" | which help the vessel to 


s] oweathervane - swinging to mine 
resistance to wind, waves andi 
current. Aft are special -dut 


Just off the Méditerranéat ns tni an’: 
mo the 1.2-million-barrel Tazëtka 
oi} production, storag and offloading | 
facility operated by Shell Tunirex. This — | : Mn rigs sof SKE A ۱ 
integrated multi-well (max. 8) unitis Se | see ۳ zu SP S 0 
of some 150 custom-designed offshore. | 
system contracts carried out by > | 
Switzerland-based Single Buoy Mo hgs Peer 
drop 5 ^R e acting D 
(SBM Inc). ۳ r Sire qur ۱ 
The floating unit is tr oor din [4 lly ee ۱ 
metres of water by a rigid yok 
attached to an above-water swivel __ 
| assembly A tubular riser, pi ان‎ 
_ by the yokes submerged. buoyancy ta 
connects the assembly to a seabe ; 
gravity base and acts as a support 
product, control and service li 
The swivel arrangement includi 
4.5-metre diameter, 13.6- “tonne: 
roller bearing of special steel a. 
4 2: EEr 3.5 -tonne turntable be ri 





h Fitting ib labe li -metre 
diameter propellers. 
. Following the sharp fuel cost increases 
1 Power operation was no longer 
economical for five Norwegian 
350,000 dwt tankers: Wind Escort, Wind 
Ente p rise, Wind Eagle, Velma and 


early 198 ۱ he owners decided to‏ وا 
 derate the ships" power by changing the‏ 
overall gear tung new nozzles and:‏ 


t diaphragm in the HP turbine. and by. 
| fitting a new fixed pitch propeller 
2 manufact ed by Stone ee 


nd the. 
on iderably 
ce needed to drive the 
وی‎ britó tts seating. The oi 
pressure is then released and a hea vv 
. interference fit results. 
. Safety critical components for 
North Sea helicopters. 


Forefront helicopter f fleet operator, the 
30-year-ol ۱۵ Bristow Hel licopter Group, 
is also in its 20th year of North Sea oil- 
N operations. 

: Of its nearly 200 helicopters working 
lull a fleet of AS332L Tigers - 
Bristow's advanced offshore support 
version of Aerospatiale’s 2-engine Super 
Puma - operates to rigs and platforms up 
to 300 nautical miles from its Aberdeen 
base. 

Bristow’ on-the-job, all-weather 
experience went into the sophisticated 
navigation and other technical 
| equipment fit, plus flight comfort/safety 
. design, for this I9-passenger 268 km/h 
T odilied craft. 


E tee ی‎ and. ADR m 
: instrument bearings. 


NON eu. position: $4 point. 


anchoring, anchor mooring puc 


automatic anchor assist, and d 
aided deii c positioning (Py 


The thrusters torque transmissi 
from the electric motor is supporte 
heavy-duty self-aligning CC be aring 
able to take up misalignment due lO 
pontoon resilience and hostile forces. 
They are also used on the main thruster. 
input and propeller drive shafts. E 
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Hitachi Zosen has half a century of 
experience in the design and construction of 
fertilizer plants. We've built 45 of them, a 
fact, to stimulate growth and help elimina 
food shortages worldwide. 

Our most recent completion was a full 
turn-key fertilizer plant for Tunisia. It’s 
operating at full capacity and making 
significant contributions to the growth of 
Tunisia’s agricultural output. 

What’s the key to success in such 
projects? It’s Hitachi Zosen’s know-how 
and dedication. Our modular versatility. 
Our CAD systems and construction tech- 
niques. And our total involvement right 
down to the grass roots level in coordinating 
people with diverse languages and cultural 
backgrounds. 

From basic concept to turn-key con- 
struction and follow-up, our teams of 
experts are ready to help you every step of 
the way to meet your objectives. To attai 
higher productivity, and greater sroductio 
efficiency, plus lower operating costs. All 
accomplished through a range of engineering 
services that extends to pulp and paper 
plants, sugar plants, power plants, and oil 
refineries, as well as offshore platforms, 
barge-mounted plants and more. 

Count on Hitachi Zosen's total engi- 
neering management for the most advanced 
processes, equipment, and plants. Because 
we're old hands at growth...over a hundred 
year history of building better industries. 


We build industries 


HITACHI ZOSEN CORPORATION 


1-1-1, Hitotsubashi, Chiyoda-ku, Tokyo 100 , Japan 
Phone: 03-213-6611 Telex: J22363, J24490 
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yan he face the future? 


Mr Andrei Gromyko simply slammed the door on 
resident Reagan in the White House on Friday, the 
iy this Economist was being sent around the world, 


jars v does not apply. On any other outcome of 







y's White House get-together—no matter how 
ghly Mr Gromyko repeated Russia's arguments, so 
ng as he held open the door to the idea that Russia 

ill negotiate with a second Reagan administration— 
ie bear may be coming out of its curious summer 
bernation; so read on. 

Most people have been concentrating this week on 
hy Mr Reagan wanted to meet Mr Gromyko. There is 
ə mystery about that. Mr Reagan wanted to make 
oubly sure of re-election in November, by showing the 
merican voters that he could talk to the Russians; Mr 
iromyko, it seemed, was ready to oblige. Mr Reagan 
lso has to decide whether the foreign policy of his 
*cond administration is to be a repetition of the first— 
»ur more years of building up America's strength—or 

period in which the need for rearmament can be 
mited by getting the right sort of arms-control agree- 
ients with Russia. 

The much more interesting question is why Mr 
iromyko wanted to meet Mr Reagan. The answer is 

t Russia, too, has to face that choice about the 
Bona Reagan term. Can Russia really contemplate 
yur more years of confrontation? By going to Canossa- 
n-the-Potomac, Mr Gromyko may be saying it cannot. 


‘he future Russia may be rejecting 

a theory, there is a strategy the Russians could follow if 
rey chose confrontation-up-to-1989; and they have 
een dropping heavy hints this summer that they were 
inking of it. On this strategy, they would refuse to do 
ny serious business with a re-elected Mr Reagan (or 
rith the Thatcher-Kohl-Mitterrand coalition in western 
iurope that broadly supports the Reagan line). They 
iould go on planting new nuclear missiles in central 
iurope, and their propaganda machine would go on 
hundering that the End was Nigh. This is what they 
ave been doing for the past few months. Their hope 
vould be that left-of-centre parties in western Eu- 
ope—the Labour party in Britain, the Social Demo- 
rats in West Germany, maybe even the Socialists in 
'rance—would be horrified into a policy of unilateral- 
sm and semi-neutralism; that western Europe's voters, 
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their nerves cracking, would vote semi-neutralist par- 
ties into power; and that Europe might thus be partly 
detached from America. 

The trouble is that this is a high-cost and rather low- 
chance-of-success strategy; in short, it probably 
wouldn’t work. The past summer’s evidence suggests 
that public opinion in western Europe, though still 
nervous about nuclear weapons, has accepted the 
deployment of Nato’s new cruise and Pershing missiles, 
and is certainly not turning against the Nato alliance as 
a whole. In eastern Europe, the Russians’ attempt to 
forbid east-west dealings of the sort East Germany’s Mr 
Honecker wanted to pursue has caused discontent 
among some of Russia’s hitherto most dutiful allies. 
And if President Reagan is re-elected on the tide of the 
American economic boom—and the even more spec- 
tacular boom of American self-confidence—he would 
have little difficulty in rallying the United States against 
a Russia that refused to negotiate with the west. 

The American arms build-up would then continue, 
give or take a few budget-paring cuts; the Russians 
would be excluded from the superpower dialogue about 
the world’s problems that one part of their divided mind 
yearns for; and, quite possibly, a Reaganite foreign 
policy in America would outlive Mr Reagan’s own 
presidency into the 1990s. 

Worst of all, four more years like this would be a 
fearsome burden for the Soviet economy. When Rus- 
sia’s generals tot up the extra money they may soon be 
having to ask the politburo for, they have to contem- 
plate, on top of the present 12-14% of gnp that defence 
is costing, three huge new multi-billion-rouble demands 
on the Soviet military budget: 

@ an attempt to stop the Americans moving rapidly 
ahead of Russia in anti-missile and anti-satellite weap- 
ons, if Mr Reagan seriously throws America’s technical 
superiority into this project; 
@ the need to move Russia’s mainly land-based missile 
force out to sea in submarines, because the coming 
American D-5 warhead will make Russia’s land-based 
missiles at least theoretically vulnerable to an American 
first strike; and 
@ the conversion of Russia’s non-nuclear forces to the 
“emerging technology” of precision-guided weapons 
that America has already started work on. Marshal 
Ogarkov, sacked as Russia’s chief of staff earlier this 
13 
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as ready ot got ملس‎ of its 
id en those. will strain its 








en an ‘angry i man this year, 
policies have been trickling away 
ise and Pershing have come to 
lost influence in southern Africa; it 
Eastern benefit from the Ameri- 















Old professional, and a realist. His 
/ashington—and the removal of the 











litburo have examined the military- 
“shuddered, and decided to come to 
he reality of 1984. Which means emerging 
sulks, and "M" up ihe threads with Mr 























round i is quite another - 


Currency markets seldom provide dlear lessons about 
anything. They have done so this week, in the usually 


Friday, September 21st, the West German central bank 
has sold several hundred million dollars—and boasted 
about it. Other central banks may have been selling as 


with a forger’s moll than ever admit to intervention 
hile- they are. doing it. Though the Bundesbank’s 









à it Tight à is not easy, for familiar reasons. If 
inks sell dollars on a rising market, they lose 
rs’ money without weakening the dollar a jot. If 
ket thinks the dollar’s strength is fading— 
eads a cut in prime rates by American banks 
iat there will be a move to generally lower 
nterest rates, or thinks a flash estimate of 
- economic growth in the United States in July- 















'ects there, or whatever—the market 
lot need central. banks to show it the way down. 

dag the market knows best is justified about 
[ ral bankers who have ignored 
t dozen years of floating rates 
jobs if they had been. in a 
1 شب‎ matter. 


















۱ ht reason, can be 
k passed: two of the three 

luffed the third: It 
narkets ı were e thin: 






í banon; even in Central America, 
و‎ be going its friends’ way. But Mr- 


rshal Ogarkov?—may be the signal 


squeez dön tirai ‘speculators i is one thing, but some central bankers 
hould have learned this week that an ۳۳9 to turn a currency - 


murky business of central-bank intervention. Since last 


well, but their governors would rather be caught in bed 
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few buyers and few sellers, with most of the usual 
participants on the sidelines. feeling edgy. Only then can 
a central bank—or even several acting together—have 
the weight to push a an eame rate. Sharply in one 
direction. 2 


A bridge too far TE | 
The second test of successful intervention i is to choose: a 
moment when speculators have gone short of a curren- 
cy that they think will keep falling. If a central bank 
buys enough to make that currency rise instead, spe 
lators also have to buy to cover themselves and so = 
the currency to rise further. That seems to have 
happened on the eve of the International / 

Fund's annual meeting: a fallin the dollar 
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ael find a way of sf safely negotiating itself out of 
on? Another suicide bomb in Beirut, the Ameri- 


ibassador dragged out of the rubble, an ambush - 


ruzes by Shias and a counter-massacre of Shias by 

he past week has witnessed a familiar Leba- 

alogue of horrors. The Israeli occupation of the 

part of the country is becoming steadily 

r both occupier and occupied. Yet there is a 
hope. 

new government, push-m me-pull-you coalition 

tis, seems keen to get out, provided it can do so 


reopening southern Lebanon to Palestinians or 


er Arabs who still want to do away with the state of 
And the Syrians—the other key to the door of 
depar ure—may be prepared to make this possible. The 
two old enemies now look as if they could be ready to 
start plodding towards a deal that might keep the peace 
on the Israeli-Lebanese border for at any rate a few 
years: a humble enough aim but in the Middle East, if 
achieved, a small monument to sanity. 
The chances of a satisfactory Israeli withdrawal Gom 
Lebanon have improved partly because there is a fresh 
realism in Israel. The previous Israeli government 
having failed to create a client Lebanon to its north, the 
new one is now acknowledging that Syria is the country 


with the least bad chance of imposing peace on that 
country. The Israeli cabinet contains many voices, but 


its leader, Mr Peres, may believe that an orderly 
Lebanon: under Syrian supervision would be safer for 
Israel tha 1 an "independent" Lebanon ruled by anar- 
| ly right. Israel has come to accept that 

ron or ae E uon need Ds wait 


ther reason وج‎ a deal may bé ۱۳ is that 
's President Assad is probably ready to be realistic. 
still. engaged in the long job of trying to put 
ier a half-plausible government in Beirut. He has 
iad.a near-civil-war in Syria itself, and has been 
ly ill. He does not need a confrontation with 
n top of all that. 
ielis are therefore in. a position to ask him to 
sponsibility for making sure that southern Leba- 
not used as a base for attacks on Israel. For 
a decade, Syria has prevented the Palestine 
Organisation’s guerrillas from infiltrating 


el across the Golan Heights. Mr Assad would 


hat if there were any Suggestion that he was 
stently winking at incursions through Lebanon, 


-hit him very hard. If it came to an all- 


ans, for all their new Russian arms, 
ainly get beaten yet again. 

ers help to. bring about a Syrian- -Israeli 

Americi ; ggest one es 


promptly. But the United St 
of the Lebanese snakepi k 
American embassy in Be 
"great Satan" is still a prim 
mentalists. The Americans m 
sides within talking distance 
Murphy, the state departmen 
been talking to both Mr A 
happier days when he was a 
and the Israelis. But in the en 
can be, has to be struck betw e 


Tying Syria to its responsibility 

The next question is whose s 
supervise the neutrality of 
Lebanese army itself is clear! 

The Israelis will probably try 

thin slice of territory immediat 
border. They will also want to us 
Lebanese Army under General La 
only too obviously an Israeli ii 
anyway need another year or two to 
straneh, The Americans and the 6 pu 


Italians and British- ar vinlikely "1 to 
another plunge into the- bloody tar 
politics. The only other option is th 
force known as Unifil, whose 5,700 
Lebanon have been virtually une Y plo 
Israeli invasion in 1982. ut 

At first, the supervisory job dodi prot 
be done by an assortment of forces. The 1 
gent may have to be reconstructed, to ei 
men come from countries really commit 
the peace by thumping peace-b -breakers 
had’s little army could be given a sector 
people will accept it. But, in the end, Sy 
guarantor of the arrangement, and Sy 1 
have to play a part in the watch over southe 
The Syrian role will need to be precisely d 
the Israelis do not want Syria's army 
on their northern border. Perhaps both Sy; 
could have the right to send small investigate 
into southern Lebanon when they see a K: 
something untoward happening there. — ~ 

The Syrians, with a modified Unifil and per 
continuing South Lebanese Army as eyes ar 
help them, have a better chance of keeping so 
Lebanon under control than anybody els 
expect swift progress to a Syrian-Israeli u 
Mr Peres, running a fragile Israeli coalition w 


warily. President Assad, for a time, may 


embarrassment in southern Lebanon. But the Ig 
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The uncommanded heights 


` The coal strike must make all British politicians ponder what to do with 
—. State industries left in their hands. Mr Lawson wants to give new orders to them 


Now that the ugly sisters of Britain's public sector are 


— on their way to the privatisation ball, government and 
_ Opposition are turning a dubious eye on the Cinderel- 
— Jas: those nationalised industries not considered suit- 
- able, or ready, for sale. These are gas, electricity, the 
— posts, airports, railways and (but don't mention this to 
- pit deputies) coal. While the newly privatised are 
— enjoying the exhilaration of freedom, how are these 
— others to meet the conflicting demands of managerial 
_ efficiency and social responsibility under the supposed- 
— ly dead hand of government? 


The chancellor, Mr Nigel Lawson, is fed up with 


- allowing them to make large losses while pleading 
| freedom from government interference. If they are 
— going to continue to draw on public funds, he says, then 


they will have to be more accountable to government 
both financially and politically. Mr Lawson wants to 


` tighten their accounting methods, improve monitoring 


of their efficiency and be able to sack their boards. 


| Labour’s economics spokesman, Mr Roy Hattersley, 
| has also been making speeches on the eve of next 
-— week's Labour party conference, in a way that may 


annoy zealots for clause four of his party's constitution. 


4 He thinks Labour should examine other forms of 


ownership or control than nationalisation. 

Both Mr Lawson and Mr Hattersley are searching for 
a new form of democratic accountability for these 
industries, but in very different directions. Mr Lawson 
essentially wants them to do what they are told by him. 
He recognises that some of them, like gas and electric- 


| ity, are natural nationwide monopolies whose price 


mechanisms and investment levels may always involve 
government decisions. Others—such as railways, coal 


| and posts—could be made more subject to competition, 
_ and may indeed be put in the private sector one day, but 


at present they provide a service which the public 


: expects to be in part social and for which it supplies 


subsidy. It is nonsense to continue with Herbert Morri- 


- son's fiction that they are all simply commercial con- 


cerns delivering profits to the state instead of to 
capitalists. Even though nobody today could agree with 
Nye Bevan that state industries are the commanding 
heights of the economy, all of them—and the prices 
they charge—are too political for British ministers to be 
able to resist intervening in them. 

The treasury proposals require ministers to lay down 
clear objectives to which nationalised industry chair- 
men should work. They require the boards to publish 
performance indicators by which they may be judged 
and their annual borrowing and subsidy levels deter- 
mined. If chairmen do not like them, they can resign or 
be fired. The government wants to make more explicit 
its role as representative of the public's shareholding 
and as the industries' banker. By doing so, Whitehall 
16 
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should be better able to resist day-to-day meddling in 
the industries’ affairs. 

This is right. Already, almost all the major nationa- 
lised industries are in the hands of Conservative- 
appointed chairmen. In steel, cars and railways these 
appointees have been unexpectedly successful in re- 
structuring their industries without the incentive of 
private profit. They have shed tens of thousands of jobs 
and established more sensible work practices. The 
proof of Mr Lawson’s pudding will come when White- 
hall is seen emphatically to withdraw from constantly 
second-guessing industry managements. 


Rid them of their ‘‘sponsors”’ 

One way to achieve this is to end the ridiculous tradition 
of each industry having its “sponsoring” department in 
Whitehall—such as industry, energy, transport—filled 
with pseudo-managers who have never seen the inside 
of a factory. The departments merely nanny the indus- 
tries while acting as their apologists and lobbyists with 
the treasury. The industry chairmen should be made 
answerable for their financial performance directly to 
cabinet through the treasury. 

Wouldthisclearer political and financial accountability 
reflect the industries’ social responsibility? Labour says it 
would not, but offers little as an alternative. Mr 
Hattersley, with the air of a man dimly seeing the light, 
says the task is to give power over the industries “‘to the 
people, not to the government". It is rather late for 
Labour to discover this. Yet all Mr Hattersley can offer is 
"social ownership", a concept embracing co-operatives, 
worker buy-outs, profit-sharing and municipally-owned 
competitive enterprises. In Labour rather than othe 
mouths, these are unfortunately buzz-wordsto help wea 
the party off its unpopular attachment to outright 
nationalisation, not useful ways of running British 
Leyland or British Rail or the big state utilities. Labour 
remains confused over whether it wants wider control of 
state industries within the public sector—which, to 
Labour, always means more power for often reactionary 
trade unions—or genuinely wider ownership. 

The latter boils down to privatisation, with wider 
ownership expressed through pension fund holdings. 
Even Tories are finding that this diminishes the populist 
appeal of selling assets; the Labour reformers' answer is 
to tinker with the regulatory framework, with a baggage 
of consumer councils, worker directors, prices and 
incomes controls and consultative machinery. It is all fit 
to make any good manager—and customer—run 
screaming to the private sector. The nearest approach 
to sense in these ideas is a call to stiffen the monopolies 
commission as guardian of both efficiency and consum- 
er interest in the industries' affairs. 

The commission should be prepared to order the 
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` splitting of industries into smaller units, increase pri- 


` vate-sector involvement in subcontracting and supplies, 
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Not too old at 95 


f. 


m. 


Chernenko (73 this week), Mr Deng Xiaoping (80) and 


and should authorise their constant bombardment with 


` competition. Time is already eroding much of the 
` public sector's monopoly character—private buses are. 
| competing with trains, private despatch with the Post 
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Young men like President Reagan (73), President 


even Ayatollah Khomeini (84) should get into training: 


` ]taly's President Sandro Pertini, 88 years young last 
- Tuesday, is still briskly giving a new shine to that 
` formerly rather tarnished office. Astonishing though it 


| may sound, he deserves another spell in the job. 


` Mr Pertini can lay claim to be Italy's best president 


| since the country abolished its monarchy 38 years ago, 
and is certainly the most popular. The opinion polls 


— show that four out of five Italians approve of the way he 


resides over them. The Economist, seeing no decline 


| 13 In his energies, would like to nominate him for another 


term of office when his present one runs out next July. 


If he wants it, if he is re-elected by parliament, and if he 


lives out a second term, he could then go into well- 
earned retirement at the age of 95. 

The idea of a nonagenarian président is not just a 
Guinness-Book-of-Records fancy. Certainly, there are 
objections to a Pertini second term. The possibility that 
he will not survive it needs to be taken seriously. But 
the sudden disappearance of an Italian president, 
unlike that of an American or French one, does not 
leave the nation gasping, because Italian presidents 
hold more symbolic than executive power. The other 


` objection to a second Pertini presidency is that he is a 


member of the Socialist party. Now that Italy has a 
Socialist prime minister, Mr Bettino Craxi, a rather 
generous share of top jobs seems to have been pocketed 
by a party with only a tenth of the vote. 


The man who set the new style 
The answer to this, and the main reason why Mr Pertini 
deserves a second term, is that he has risen above party. 


` He has elevated the presidency from a rest-home for 


retired politicians to more monarchical heights. He has 
modest tastes and a spotless record for incorruptibility. 
It is not forgotten that his predecessor, Mr Giovanni 
Leone, resigned under a cloud. 

Mr Pertini performs the ceremonial part of his office 
with a rare mixture of gravitas and humour. He has 
personified a new surge of Italian self-respect, whether 
cheering on the country's 1982 World Cup football 
victory or greeting the returning Italian contingent from 
its relatively successful role in the multinational peace- 
keeping force in Lebanon earlier this year. He is the 

right sort of populist, flying to scenes of disaster, 


18 


ND y ¥ T ule by Seal = p" 
T ie B LT , at i 
^w Ñ a ny! S 4 9 


^ S 5 + 1 " ~~ > 4 T A. s "^ ۳۹ 
‘ = “ Ts p^ LJ ۳ PAL 


T Um 
Office. imported coal with Mr Arthur Scargill's mo 


~ 


expensive stuff. Competition is intruding and the indus 


tries are becoming more efficient as a result. Govern 
ment is right to demand its say in nationalised industr 
politics: it should continue pressing for markets to have 

a much bigger say too. 


3 3 Italy's President Pertini has not yet reached retiring age 


welcoming hordes of schoolchildren to his Appenninc 
summer eyrie. He is also, a rarity in Italian politics 

plain-spoken. During the country's perennial politica — 
crises, he shows schoolmasterly impatience at the | 
parties’ slowness to agree, but is scrupulously a 


in mediating between them. 


` Good alternatives to Mr Pertini are not plenti 
Parliament would certainly not pick another Socialist sc 


long as Mr Craxi remains prime minister. The only, 


small-party leader (and hence compromise candidate 
who had a genuinely national stature, Ugo La Malfa, iss 
dead. The two Christian Democratic front-runners are, 
the same pair that parliament turned down last time: Mm 
Amintore Fanfani and Mr Giulio Andreotti. 

-= Mr Fanfani, in younger days Italy's politician with the 
most enemies, has now mellowed into a peppy 76-year- 
old. All the same, he is probably still too closely 
associated with the conservative wing of the Christiar- 
Democrats to be acceptable to the main opposition 
party, the Communists. Mr Andreotti, the presen 
foreign minister and leader of the Christian Democratic 
left wing, has more Communist friends (and picked up" 
some other quiet nods of approval when he blurted oui 


earlier this month that the reunification of Germany 


would not be a good thing). But many Communists 
remember the Florentine duplicity with which, as pri 
minister between 1976 and 1979, he secured t 
support for the government without giving them jobs ir 
it. Few Italians trust him to leave his skill at intrigue 
behind if he were to move into the presidential palace. 
The other possibility is to put a Communist in the 
job. There is more of a case for this than meets the eye. 


Much of Italy's postwar history has been devoted to 


enticing the Communists into accepting the country's 
democracy without giving them the power to damage it. 
The presidency, with its Pertini-enhanced prestige, 
might be a good reward for the party's not-quite- 
complete crawl to political pluralism. The Communist 
party is not short of suitable candidates. Mr Giorgio 
Napolitano, its parliamentary leader, and Mr Pietro 
Ingrao, a left-winger but an impeccably constitutionalist 
former speaker of the chamber of deputies, could do 
the job. 

The problem is that neither the Christian Democrats 
nor the Socialists are likely to vote for a Communist. So 
why shoot the pianist, albeit an elderly one, who seems 
to be playing better than any of his predecessors? 
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The retreat from Kampuchea, 
by way of Japan’? 


The drama of Kampuchea has moved 
northwards, to Japan. Next Monday, Oc- 
tober Ist, the Vietnamese foreign minis- 
ter, Mr Nguyen Co Thach, is due to arrive 
in Tokyo to talk to his Japanese counter- 

rt. By way of preparing the ground, Mr 
Pec: has given an interview to the 

anoi correspondent of the Japanese 
news agency Kyodo in which he is quoted 
as saying for the first time that he is 
prepared to talk “unconditionally” about 
bringing peace to Kampuchea—and, an- 
other first, that Japan might be accept- 
able as a mediator. 

Vietnam has been in Kampuchea since 
Christmas Day, 1978, when its battle- 
hardened army, the third biggest in the 
world after Russia’s and China’s, crossed 
the border to stop what it called “‘provo- 
cations" by Kampuchean troops. It had 
an easy advance to the Kampuchean 
capital, Phnom Penh, and installed a 
friendly government there, which is still 
in place. Thailand feared that the so- 
called “Prussians of the east" would roll 
on to Bangkok, and although this has not 
happened, and is unlikely to happen, 
Vietnamese-dominated Kampuchea has 





indeed proved a prickly neighbour. 
Whenever Thailand talks to its fellow 
members of the Association of South East 
Asian Nations (Asean), one question on 
the agenda is: How can we persuade 
Vietnam to go home? 

Vietnam has been asked by Asean and 
the western powers to agree to a gradual 
withdrawal of the 180,000 troops it is 
believed to have in Kampuchea, plus a 
free election for that unhappy country. 
An international peacekeeping force 
might police the areas evacuated by the 
Vietnamese. Generous international aid 
to Kampuchea, and possibly to Vietnam, 
has been suggested as an incentive to 
persuade the Vietnamese to accept this. 

In reply, Vietnam has said that it is 
already reducing the number of its troops 
in Kampuchea, although most people 
reckon that it is merely changing the units 
stationed there. It is cool to the idea of 
outside peacekeepers, and, until its hint 
that Japan might be acceptable, had re- 
jected the idea of a mediator between it 
and the other countries involved in the 
dispute. But Vietnam’s most formidable 
objection to coming to the negotiating 


Far-from-home cooking for Vietnamese in Kampuchea 
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table is Pol Pot. 

Mr Pol Pot was prime minister of the 
Khmer Rouge government deposed by 
Vietnam in 1978. The occupying Viet- 
namese, although inured to most of the 
horrors of man’s inhumanity, were 
shocked by the genocide practised by the 
Pol Pot government in its own special sort 
of communist revolution. Between 2m 
and 3m people had been killed, often 
savagely. A United Nations commission 
called this period of horror the most 
serious violation of human rights since 
Nazi times. 

Yet the Pol Pot government continues 
to occupy the Kampuchean seat at the 
United Nations. Pol Pot’s army is part of 
the anti-Vietnamese coalition whose 
guerrillas are fighting in Kampuchea; the 
coalition is recognised by Asean and 
armed by China, which sends supplies 
through Thailand. Asean and the others 
are well aware of the loathsome nature of 
Pol Pot’s past. They are practising Real- 
politik. Their aim is to shift ۰ 

However, support for Pol Pot remains 
an embarrassment to Asean and its 
friends. Nor does Vietnam’s apparent 
willingness to discuss the future of Kam- 
puchea without preconditions at next 
week’s talks in Tokyo mean that it has 
changed its mind about Pol Pot. More 
likely, Vietnam is willing to allow the Pol 
Pot issue to be put aside for the moment, 
and fester in Asean’s cupboard. 

Vietnam has been angling for an invita- 
tion to Japan for a long time. Mr Thach's 
visit will be the first by a Vietnamese 
foreign minister for six years. There were 
rumours that he might go last year, possi- 
bly on a "private" trip, but it has taken 
until now for Japan to make up its mind. 
The Japanese say that they want to do 
nothing to undermine Asean's interests. 
Japan followed the western line in 1979 
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3 وین‎ are advised not, as a rule, to 
| weep public. Edmund Muskie was 
ed 8 win America’s Democratic 
. presidential nomination in 1972 until he 
_ was accused—whether rightly or wrong- 
ly is now forgotten—of the crime of 
` calling French Canadians in the United 
| States "Canucks". He broke down on 
_ the platform, and was never again taken 
e seriously as a potential leader. 

In the chin-up Anglo-Saxon world, 
Sovert displays of extreme emotion are 
l . generally viewed with suspicion. A good 
[| leader, it is often assumed, keeps his 
| E emotions on a tightish rein, just as he 
| oua not crack up under fire—either 
_ on the real battlefield, or under assault 
in parliament or the television studio. 
— Mohammed Mossadeq, then Iran's na- 
tionalist leader, was laughed at for lying 
| on his bed sobbing when he was over- 

thrown in 1953. 

But there is weeping and weeping. 
۱ p There is little political harm in a glisten- 
| ing eye at moments of victory or of 
| intense emotion, especially if it belongs 
to someone already well known for 
. Pluck. Winston Churchill was often, ap- 

ently to his credit, “visibly moved". 

was Egypt's Anwar Sadat when he 
spoke i in the Israeli parliament in 1977. 
` Frederick the Great was unashamed of 
public tears. The most copious of mod- 
ern blubberers, but none the politically 
worse for it, is probably Mr Kenneth 
Kaunda, the Zambian president, a veter- 
. an of political rough-and-tumble but of- 
ten admired for his obviously (some- 
times rather over-obviously) 
. compassionate nature. 

Mr Bob Hawke’s case is more compli- 
cated. Because the Australian prime 
pr is a bit of a tough guy, people 

poes like to know he has a soft side. 
Mrs Thatcher, another apparent tough- 
ie, agg en ined a shade in the public 
esteem “ig a ropping a tear when her 


3 o E 


and cut off its fairly generous aid to 
. Vietnam; but it would like to recapture its 
toehold in the country’s reconstruction. 

- Of course, Vietnam would welcome 
` the return of J apanese money, although it 
. denies that that is its main consideration. 
` Mr Thach remarked a few months ago 
| that "making aid conditional on Kampu- 

chea is an insult to my country”. A 

onventional enough aside, but one of Mr 

ch’s qualities, rare among holders of 

“high office in the communist world, is his 

ene to say what he means in an 

` informal way. He gets on well with west- 

.. erners; he speaks French and, rare among 

. Vietnam high-ups, passable English. He 

E is in his mid-fifties, too young to have 

= been part of the early revolutionary 

. movement. But his value to Vietnam on 

3 the international stage has given him a 
+ 
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accident-prone son Mark was reported 
missing in the Sahara desert during a 
motor rally early in 1982. The difficulty 
is that nobody knows precisely what 
caught Mr Hawke on the raw last week 
when he cracked under questioning at a 
press conference. The opposition leader, 
Mr Andrew Peacock, had accused him of 
being a “little crook”. That, say Mr 
Hawke's opponents, is why he brought 
to an end a royal commission investigat- 
ing Australian crime, including trade 
union skulduggery and drug racket- 
eering. 

Mr Hawke's wife, Hazel, later ex- 
plained that both their daughters had 
been in trouble with drugs and that one is 
a heroin addict. So Australians are un-/' 
sure whether Mr Hawke's tears were 
jerked by private sorrow or by a harsh 
attack on his public integrity. If through 
sorrow, his standing could rise; if through 
anger, it would be more likely to plum- 
met. And election time is approaching. 





Don't cry for me, Australia 


(non-voting) place in the ruling politburo. 

Looking around, Mr Thach sees a cost- 
ly Vietnamese army guarding a largely 
unproductive little Indochina empire 
which has had a bad year, not only from 
the guerrillas in Kampuchea but, both in 
Kampuchea and in Vietnam itself, from 
appalling flooding made worse by deteri- 
orating anti-flood controls. Vietnam 
needs peace, and the money that goes 
with it. It would like to spend some 
money on its other dependent territory, 
Laos, but this may have to wait until it has 
got peace in Kampuchea. 


The Vietnamese may be willing to 


settle for a new government in Phnom 
Penh, rather than the present puppet 
regime, provided the new people pose no 
challenge to Vietnam's security. They 
may then pull their army most of the way 
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kong river, which would provide a buffer - 
against possible future attacks. 

Whatever may be in Mr Thach’s mind, 
he has to answer to his masters. He may 
already have moved too rapidly for their 
comfort in another matter. An attempt to 
improve relations with the United States, 
by offering to release prisoners who have 
been held in “re-education” camps since 
the collapse of the American-backed re- 
gime in South Vietnam in 1975, seems to 
have run into difficulties. The politburo in 
Hanoi may have thought that Mr Thach 
was being too liberal. 

Still, Mr Thach’s visit to Japan. looks 
promising. He wants a success. The Japa- 
nese foreign minister, Mr Shintaro Abe, s 
is thought of as a possible next prime 
minister, and a deal over Kampuchea 
would do him nothing but good. The 
Japanese may prevaricate. Mr Thach ma 
wobble. But at least it will have been 1 
wobble in the right direction. 


India 


The temple is 
yours 


FROM OUR INDIA CORRESPONDENT 


The confrontation between the Indian 
prime minister, Mrs Indira Gandhi, and 
the Sikh high priests is over for the time 
being. They have negotiated a truce, and 
the Sikh’s beloved Golden Temple in 
Amritsar was due to be handed back to the 
priests on September 29th. The problem of 
terrorism in the Punjab persists, however. 

The high priests had said that if the 
army was still in possession of the temple 
on October Ist the faithful would *'liber- 
ate" it. They also declared the Indi 
president, Mr Zail Singh, who is a Si 
apostate; that is the first step towards 
excommunicating a Sikh. Mrs Gandhi at 
first said she would not be blackmailed, 
but after secret talks she agreed to pull 
the army out; and the priests have accept- 
ed Mr Zail Singh's plea that he was not 
guilty of betraying them. They have re- 
scinded their decree of apostasy, and Mr 
Singh is likely to visit the temple when it is 
handed back to the priests. 

What made the truce possible was the 
completion of repairs to the temple, 
which was badly damaged in June when 
the army blasted its way in to dislodge 
Sikh gunmen. Mrs Gandhi wanted the 
repairs finished in order to erase the 
evidence of the army assault which had so 
outraged Sikh sentiment. Repairs to Sikh 
shrines are supposed to be carried out 
only by voluntary Sikh labour with the 
blessing of the high priests and under the 
supervision of the committee in charge of 
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the shrines. The committee, however, 
seemed in no hurry to carry out the 
repairs, and some of its members wanted 
to preserve the damaged building as a 
memorial to those killed during the 
army's assault. 

Mrs Gandhi tried to create an alterna- 
tive religious leadership. She got Santa 
Singh, head of a Sikh sect close to the 
president, to bless and start the repairs to 
the temple. They were then completed 
quickly by government departments in- 


Hongkong 
The details at last 


FROM OUR HONGKONG CORRESPONDENT 


If salesmanship counts for anything in 
diplomacy, then the  Chinese-British 


ae on the future of Hongkong 






ounced in detail on September 26th 
as a head start towards acceptance by 
the Hongkong people. In Peking, where 
the agreement was initialled by British 
and Chinese representatives, the Chinese 
government’s chief negotiator, Mr Zhou 
Nan, stated confidently that it had solved 
the question of sovereignty over Hong- 
kong. A few hours later, in the British 
colony, the governor, Sir Edward Youde, 
said the agreement provided for “the 
essential elements” of Hongkong’s fu- 
ture. The British foreign secretary, Sir 
Geoffrey Howe, who is in New York at 
the United Nations assembly, went on 
television to praise the agreement, and 
the interview was relayed to Hongkong. 

The general impression given was that 
the agreement is already ratified, al- 
though China and Britain have promised 
that Hongkong’s people will have a peri- 
od to review it before it goes to the British 

d the Chinese parliaments for debate 

$: presumably, acceptance. Professor 

eter Harris, of Hongkong University, 
remarked, "It's a bit naughty for Sir 
Geoffrey to give the impression that it's 
all sewn up. There could still be a few 
banana skins on the road ahead". 

As expected, the agreement formally 
acknowledges that Britain will surrender 
sovereignty in 1997 and that the Chinese 
aré committed to maintaining Hong- 
kong's way of life for the following 50 
years. There are, however, a few new bits 
which had not been leaked during the 
negotiations over the past two years. The 
most sensitive of these concerns national- 
ity. After 1997 all Hongkong Chinese will 
be regarded as Chinese nationals. Those 
holding Hongkong British passports will 
lose them, and be issued instead with new 
British travel documents which will give 
them British consular protection over- 
seas, but will forfeit the “British depen- 
dent territory" citizenship they now hold. 
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stead of by voluntary Sikh labour. The 
outraged high priests excommunicated 
Santa Singh. Mrs Gandhi then toyed with 
the idea of scrapping the law which gives 
power to the high priests and making 
Santa Singh head of the Golden Temple. 
But in the end she made her peace with 
the priests. 

This truce could heal some Hindu-Sikh 
wounds. But Sikh terrorism continues. 
Earlier this month Sikhs hijacked a bus 
and killed eight Hindu passengers. 


They will not be able to pass on the 
privilege of British consular protection to 
their children born after 1997. 

Two other questions unanswered until 
this week were about aircraft landing 
rights and property leases. The agree- 
ment appears to allow Hongkong to con- 
tinue to decide who may use its airport. 
Cathay Pacific said it looked as though it 
could continue to expand its routes out of 
Hongkong, although it would have to 
study the agreement in detail. 

The agreement left some property 
firms scratching their heads over a seem- 
ing contradiction in the generally well- 
liked land clauses. The good news is that 
existing leases can be renewed without 
premium until 2047. New leases will still 
require a premium paid to the govern- 
ment, but the money will be split between 
the present government and the post- 


Happiness in Peking 


INTERNATIONAL 


1997 administration. The unaswered 
question arises over the 999-year leases, 
many of which are held by the Hongkong 
Land company. Although the explana- 
tory notes to the agreement give assur- 
ances that the 999-year leases will be 
recognised, the clauses dealing with land 
leases say that they will be protected 
under the law of Hongkong as a special 
autonomous region only until 2047. 

The Hongkong market's reaction to all 
this was quiet on the day. The Hang Seng 
index closed slightly down on Wednesday 
at 999.79, after a 19-point rise to 1010.23 
the previous day. 

How will Hongkong respond to the 
agreement? At a press conference Mr 
Chen Bojian, deputy director of the New 
China News Agency, Peking's main voice 
in Hongkong, said that if Hongkong's 
people did not find the agreement satis- 
factory, and both governments agreed, 
talks over the agreement could resume. 
However,Sir Geoffrey Howe said in New 
York that the agreement would have to 
be accepted in its entirety or not at all. 

Defenders of the agreement point out 
that the Chinese government has given a 
legally binding undertaking that “the so- 
cialist system and socialist policies shall 
not be practised in the Hongkong Special 
Administrative Region, and that Hong- 
kong's previous capitalist system and life- 
style shall remain unchanged for 50 
years". This is a remarkable concession 
for a country which for 35 years has 
maintained a communist system. The 
agreement is a great deal more detailed 
than had been expected. Capitalism, the 
existing judicial system and a whole range 
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1 in 1 Hongkong will be assessed 
ice set up by the governor, who 
eport to Sir Geoffrey Howe. 
endent monitors will keep an 
the assessment office. One will be 
ng Chinese judge, Mr Simon Li, 
other a retired Whitehall perma- 
ecretary, Sir Patrick Nairne. They 
eport direct to Sir Geoffrey. The 
h government’ s recommendation to 
ment will be based on these two 
the balance of Hongkong opin- 
or acceptance, the house of com- 
be asked to approve the agree- 
n early December. The agreement 
o be ratified by both governments 
end of June, 1985, which gives the 
p liament time to pass the neces- 








: rdan and Egypt - 


s we were saying 
before... 


FROM OUR LEVANT CORRESPONDENT 










































- Syria and its hard-line Arab friends will 
do their best to sound furious about 
- Jordan's resumption of diplomatic rela- 
. tions with Egypt, announced on Septem- 
. ber 25th. But King Hussein’s move mere- 
- ]y places an official stamp on a reality that 
began to be apparent some time ago. The 
moderates in the Arab world have more 
or less accepted. Egypt back as one of 
their own, despite their Official indigna- 
tion about. its withdrawal from the alli- 
against Israel. The formal restora- 
f diplomatic ties with Jordan is 


yr President Hosni Mubarak. 
Who will be next after Jordan? The 
is, the Sudanese and the Somalis 
broke. with Egypt when it was 
ed from | the Arab League in 1979 
Egypt's peace treat y. with Israel. 
raq and Morocc 
dis in Cairo, i in official ee 


xi of ordas and 


y a bonus, though a handsome one | 


o, too, could soon "a 


: med the “Eeyptan Kd see 
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. FROM A SPECIAL DONESPONDPNS IN EGYPT 


An army of scholarly researchers is shut- i 


tling between Egypt and American uni- 
versities, seemingly investigating every- 
thing Egyptian from the chemical 
content of the Nile to the Arabic dialect 
of the Cairo underworld. The scholars 
have produced numerous facts about the 
eating habits of Egyptian peasants and 
clues to 2,500-year-old lost treasures. 
The cost of some 800 studies has been 
borne mainly by the United States gov- 
ernment through its $1-billion-a-year de- 
velopment programme. 

The Americans are using sophisticated 
technology such as Landsat satellites to 
map Egypt's deserts for oil and minerals. 
Two years ago an experimental radar 
instrument on a satellite happened to 
photograph a palaeolithic water system 
of lakes, rivers and marshlands, hidden 
under sand dunes. The pictures not only 
pointed geologists to undiscovered 
sources of fresh water in the Western 
Desert; they also provided new informa- 
tion about how Egypt must have looked 
in antiquity. 

Soon Italian and American historians 
were prospecting for the lost army of 
King Cambyses of Persia. After con- 
quering Egypt in 525 BC, Cambyses sent 
50,000 soldiers to seize the shrine of 
Zeus-Ammon at Siwa oasis. Herodotus 
described the army’s fate: 

An unusually violent wind started blowing 
up from the south, carrying lots of sand, 
while the soldiers were having their mid- 
day meal. They were buried, never to be 
seen again. 
Historians say that if they can find the 
right spot, the metal swords and shields 
of this ancient army should be 
detectable. 

One of those in quest of the lost army, 
a researcher from Harvard’s Peabody 
museum, became something of a legend 
himself by bringing a glider with a small 
engine through Egyptian customs. 
Asked if he had anything to declare, he 


man; indeed: " increased their frequéncy. 


Egypt s relations with Israel have slow- 
ly deteriorated to a “cold peace" since 


1979: Many Egyptian newspapers say that 


the American-sponsored Camp . David 
agreement between Egypt and Israel is 


` dead. That is not really true: the corner- 
` stone of the agreement—the establish- 
ment of peace between the two coun- 
 tries—still 


exists. But President 
Mubarak, despite American requests that 


he should relent, has refused to put the 
. withdrawn Egyptian ambassador back 
of into Tel Aviv until Israel pulls out of 
. - Lebanon, makes progress towards Pales- 


' tinian autonomy in the West Bank, and 







.settles its dispute with Egypt over the 
ba: enclave on the Egyptian-Israeli. 
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onic sites. "me. Cali! ans مه‎ 
down cliff-like roc fac مسج‎ co- 
bra-infested caves and found a seventh- 
century Christian hideaway... 
Most of the studies are oint projects 
between universities in Egypt and the 








by companies: American Express. has 
catalogued Arabic scientific manuscripts 4 
in the Egyptian national library and 
Pepsi Cola is restoring a temple near 


Luxor. But it is the big, expensive pro- ` v 


jects of America's Agency for Interna- 
tional Development which have stirred 
up the most controversy. | 

A $14m agricultural research contract 
between Egypt's ministry of agriculture 
and the University of California has been 
under investigation. On recent count, 
185 papers have been written under this 
contract. A study of studies has conclud- 
ed that too many were written too hasti- 
ly. One professor wrote five reports on 
the potential demand for Egyptian win- 
ter tomatoes in West Germany, France, 
Britain, Spain and the Canary Islands, 
without noticing that the American com- 
missary in Cairo imports tomatoes. 

All this inexhaustible academic indus- 
try baffles Egyptians. One Cairo news- 
paper described the research as “an 
invader's reconnaissance mission, poten- 
tially endangering Egypt’s security". 


The Americans find Egyptian worries de 


far-fetched and amusing. They are less 
amused by the main danger to their — 
research: that much of i it will go unread. 
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Egypt has won the approval oft many RE 





Arabs by backi 


g Iraq in its war against — 


Iran, and by vending up for Mr Yasser - 
Arafat when his faction of the Palestine — 
Liberation Organisation was expelled - 


from northern Lebanon by 
encouraged PLO rebels. As a token of 
reconciliation, Mr Arafat made a visit to 
Cairo which was controversial even 
among his own loyalists. 

Syria may accuse Jordan of backslid- 
ing, in Egypt's comp iny, into the arms of 
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‘in the UK Sup by 2.75% ¢ on the year. 





1panies profits: are up by an exciting 25%. 
All set against a background of the 
low st inflation rates in Britain for 15 years. 
This is therefore an economy that , برخم‎ 
| recent industrial disputes is هم‎ 


: in good shape and poised. 
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J Industrial output is up by 35%, Productivity 
| by 6%. Total fixed investment up by 1096 and 
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Prospects for Corporate pes in the UK 
excellent. Markets for British goods are expan 
ax, Tourists are arriving in record numbers. [ 
\ retail ventures are succeeding. - i 
Now is the time to invest; espe 
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Kurds 


The war within 
a war 





The brief ceasefire between the Iraqi 
government and the Kurds who live in the 
north-east of the country has broken 
down. On September 20th, a Kurdish 
military leader was killed in a battle 
between Kurdish separatists and Iraqi 
forces. The next day the Iraqi vice-presi- 
dent, Mr Izzat al-Douri, was sent to the 
area to try to repair relations; but the 
Kurds, who point out that negotiations 
between the two sides have been dragging 
on for 10 months without any real conces- 
sions by the Iraqi government, are not 
impressed. 

The ceasefire was agreed upon last 

ovember, when the Iraqis were under 

ure to get at least one of their 
problems out of the way. In the Gulf war, 
the Iranians were on the offensive; and 
Iraq's Arab friends had cut their contribu- 
tion to Iraq's war effort. The Iraqi gov- 
ernment wanted at least temporary relief 
from attacks by Kurds in the north of the 
country. 

The Kurds, who live in the mountain- 
ous area where Iraq, Iran and Turkey 
meet, have been fighting a long-running 
battle with the three governments for 
their own state. But they are split by 
internal rivalries. In Iraq, there are two 
main Kurdish groups, one run by Mr Jalal 
Talabani, the other by Mr Masoud 
Barzani. 

They dislike each other as much as they 
do the Iraqi government, so an agreement 
was possible with only one of them. The 
government chose the Talabani group, 
because it is allied to the Kurdish group in 


Iran which opposes Ayatollah Khomei- 
ni's regime, the Kurdish Democratic par- 
ty. The Barzani group is supported by the 
Iranian government. 

Negotiations centred on the extent of 
Kurdish autonomy. The Kurds already 
have limited autonomy in three Iraqi 
provinces, but want to include other areas 
populated principally by Kurds. The most 
sensitive area, and the one the Kurds are 
most interested in, is Kirkuk, Iraq's 
northern oil centre, and the origin of the 
pipeline through Turkey which Iraq still 
relies on for much of its oil revenue. In 
the hope of keeping the ceasefire going, 
the government has been stalling over the 
question of Kirkuk; but it is plainly un- 
willing to give the Kurds much control 


Britain wins the great mine hunt 


After searching in the Gulf of Suez for 
six weeks, the Royal Navy has found a 
mine of the type thought to have dam- 
aged 19 ships during the summer. It was 
made in Russia. 

The mine is about 9 feet long and 21 
inches in diameter, and contains about a 
ton of explosive. It is designed to rest on 
the seabed and explode as a ship passes 
over it, either through magnetism, noise 
or change of pressure. The mine was 
located on September 12th by HMS 
Gavinton at the northern end of the Gulf 


of Suez near Tewfik. It was inspected by 
underwater television and eventually 
towed into shallower water, cut in two 
and its firing mechanism recovered. 

The mechanism was brought ashore 
on September 23rd. Egypt, which is a 
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partner in the search for the mines 
(which has been carried out by ships 
from several navies), at first insisted that 
the mine’s Russian origin be kept secret. 
Now the secret is out. 

The mine is not a standard Soviet one; 
experts believe it is a specially designed 
export model. Of the countries that 
could have planted it, Libya is the prime 
suspect. Libya gets lots of Soviet arms. 
The Libyan ship Ghat made a trip to 
Assab in Ethiopia in July, passing 
though the Suez canal on the 6th and 
leaving on the 22nd, thus spending some 
15 days on a voyage that need have taken 
no more than five. The first ship to be 
mined was hit on July 9th; other ships 
began to encounter mines at frequent 
intervals from late-July onwards. 
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over that area. 

There has been little fighting on land in 
the Iran-Iraq war since March, which has 
reduced the pressure on Iraq to make 
concessions to the Kurds. The Iranians 
have also taken advantage of the lull in 
the war for a related purpose: they have 
been trying to crush their own Kurds, 
who live in the part of the country border- 
ing on Iraq. Throughout the war some 
150,000 troops have been stationed in 
Iran's Kurdish areas. During the summer, 
the number was increased to around 
250,000, and Kurdish strongholds were 
attacked along a front from Rezaiyeh to 
Qasr-i-Shirin. The Kurds say, probably 
with exaggeration, that 25,000 civilians 
have been killed. 

The Iraqis, for their part, apparently 
want to renew their Kurdish ceasefire. 
The Kurds are unwilling to guarantee it 
while the Iraqis stall on autonomy. A 
renewal of the land war between Iraq and 
Iran, combined with fighting in Kurdi- 
stan, could push the Iraqis into accepting 
the Kurds' demands. 
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m and is militantly Islamic. Th 
people, however, do not want a cleri val 
‘successor to Ayatollah Khomeini. They 






.' from the better off, and is ultra-conserva- 








tive. Its best-known representative is 
Ayatollah Mahdavi-Kani, 


chairman of 


oe the 12-member Council of Guardians, 
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of the Islamic revolution should come 
t, and whether, and how, the revolu- 
ion should be exported. Lastly, there is 
ie war with Iraq, and whether to negoti- 
ate a settlement or fight on. 

- Take the radicals first. They are led by 
President Ali Khamenei and the prime 
minister, Mr Hussein Moussavi. They 
have a majority. in the parliament and 
have been trying, not too successfully, to 
impose their views on the government. 
‘They are anti-landlord and against the 
.bazaari (merchant class), so they are 
particularly keen on land reform and 
nationalisation of trade. They strongly 
avour Islamisation of society, but believe 
that the mullahs should then get out of 
politics, so they do not want a clerical 
uccessor to Ayatollah Khomeini. Iran as 
tate, not. as a revolution, should open 
ors to the world; and there should 

'otiated end to the war with Iraq. 

e next group to be reckoned with is 
ntred on the second most important 
rson in Iran, the speaker of parliament, 
atoleslam Hashemi Rafsanjani, who 
SO powerful that he does not have to 
ort much of a beard. Mainly out of 
rsonal ambition, he wants the mullahs 
remain in politics: he hopes to domi- 
te Khomeini's designated successor, 
tollah Montazeri. This group is anti- 
| and in Favour ¢ ot rea the 
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er Ayatollah Khomeini’s 
jere are also questions of 
interests of the Iranian state 





| 7 which has to approve all laws, and which 
he has vetoed proposed economic reforms 
e three times in three years. The group is 


based in Qom, with Grand Ayatollah 
Golpayegani as its spiritual leader. 
Ayatollah Khomeini steers a course 


between the groups. He has always been 


against land reform, starting with that 
sponsored by the Shah. In August, he 
settled the debate on trade nationalisa- 
tion by coming down against it, on the 
side of the bazaaris. He is for the strictest 
application and fullest expansion of Isla- 


misation, is opposed to a rapprochement 


with the west and a negotiated peace with 
Iraq, and calls for the export of the 
Islamic revolution. 

Clearly, Ayatollah Khomeini believes 


in the mullahs' involvement in politics, 


because that is how he got to power. But 
in recent months he has become increas- 
ingly critical of the political conduct of 
some of his fellow clerics. On September 
1st he said, in blatant contradiction to his 
own example, that clerics should “con- 
tent themselves with the spiritual guid- 
ance of the people rather than seek to 
hold the reins of government". If he 
meant what he said, his words are evi- 
dence of a confusion of ideas, or a failure 
of nerve, or both. 


South Africa 
Hurt them for 
their own good 


FROM OUR SOUTH AFRICA CORRESPONDENT - 





Would a withdrawal of foreign invest- 
ment shock South Africa into changing its 


racial policies? Or would it just hurt the F 
very people it was supposed to help— و‎ 


black workers and black businessmen? A 
disinvestment campaign is gathering pace 


in the United States, so the American e 
state department asked the views of the - 


black workers themselves, through a sur- 


vey by South Africa's top pollster, Mr 6 
The answer? it 
. Three quarters of the 551 industrial work- ej 
nd- ers. questioned. said they were against 
disinvestment. - | 
— . Pro-government- 
us called the findings a “massive blow" to. run 


Lawrence Schlemmer. 


newspapers 


`. . lands". Nor is it certain how. much di 
vestment would hurt. the  econom 


have si 


want an end to the war, are against char 
.. exporting revolution, and want Iran to 
.. open up to the rest of thè world. 
`` ` The fourth group also draws its support 
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professor. — و‎ 
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24 year-olds ^ N% of trade union - 
radicals were against the idea. There is, 
however, some ambivalence in the ma 
ter. Most workers, though against disin- 
vestment, also favour movements such as. 
the African National Congress which ad- ۱ 
vocate disinvestment. ۱ 

The Schlemmer fin it gs will probably 3 
not jolt-many of the disinvestment cam- 
paigners. They argue that black South. 
Africans are so badly off that a slight 
worsening of their lot would make little 
difference. It would be a price worth 
paying to get rid of apartheid. 

But would it succeed? There is no 
certain answer. The backers of economic. 
sanctions against South Africa say that 
prosperity bolsters the. government. and 
relaxes the pressure on it from blacks, 
eroding their will to rebel. A weakened 
economy, they argue, would weaken the 
government and make the blacks more 
restive. LU | 

Yet the government's powers of con- 
trol, which it could display in a recession, 
are formidable. It simply sends unem 
ployed blacks back to the tribal "home- 
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ARDINES DE LAS GOLONDRINAS 


MARBELLA 


Mind apartments and penthouses E 


at Marbella’s finest beach 


۱ The apartments and villas ۱ CH d 
site. Spacious rooms with wide balconies, sea and i — 
T garden views. .: 24 
۱ ` Modem. rationally designed bathrooms ۱ 
built French oak kitchen units equipped to 
: American standards. 
Independently controlled SANG. 


e The gardens | 
Over 25 acres of mature sub- -tropical cadens shaded by 
trees, overflowing with plants, Complete with a stream 
< which tumbles down through the lakes, jacuzzis and 
1 swimming areas. Traditional courtyards with fountains at 
ui ` the centre. 


The amenities 
The finest sandy beach in the area. 
? The 5-star Don Carlos Hotel. 
- Horse-riding centre. Preferential green fees at two of 
v Marbellas finest golf courses. 
Swimming pools, windsurfing, water ski-ing and other. water 
i Sports. Eleven tennis courts—four of them floodlit. E 


A | : European Headquarters of the Womens m issocta " oll 


The management - eo S 
An affiliated property management company operiites a a 


“comprehensive range of ون‎ principali eis og i 


dud Protection, d 


| ۳ = at the cf é 


i io s ung. ie "e ” d through the London e ice. 


zKm 19 500 "Marbella, Spain. 


Tel (52)83 11 66183 1238. Telex 77 694 jago e. 


Montpelier international Properties JF Ruttonje H House. 1 L. 
Tel "ird 1823. Telex 74 783 


A New w Quarterly R Research Buletin & 
FROM THE PUBLISHERS OF 1 
Motor Business 


and effective rodice of cars from their domestic | 
and the larger ones are now in the process of tumin 
themselves into multinationals i in the General Mote 
Ford mould. . | 


Japanese Motor Business aims to provide readers with a 


li fresh, relevant and accurate approach toa 


understanding the implications of recent, current 
moves of the companies which comprise wha is currenti | 
the automotive world's pacesetter. De. n "s ۱ E^ 
CONTENTS: Each issue contains: 1 average of four ins . 
depth reports from the fol lowing: e ‘adit 
REGIONAL REVIEWS l STRATEGI 
dicitis ONE, 


J Please send: Japanese Motor Business annual subscripti | 
~ £185/US$350, duplicate subscription £62/US$120. f OS 
extra for each subscription UK £1.50, 594, Sı 
SP o extra £8, US$ 19 


DISCOUNT A 10% discounti is allowed sire ne 
E irit to both publications. | 


li Send to; The Economist intelligence Unit Ltd, Mi 
27 St James’ 5 Place, London SWIA INT. Tel ot 49367 
| E Eu Ltd (E), 10 Rockefeller Plaza’ (42th. Floor tie 
1. USA. Telephone 212 541-5730 ru " 
| s Eit Europe SA, 137 Avenue Louise, Botte 5 5: 8 0 ۱ 
Belgium. Telephone 02-538- 29: 30 - و‎ ۰ 


The Economist intelligence Unit (Ej, F iedrichstrasse: 34, 
$000 Frankfurt am Main 1, West Germany. Telephone. 7284 
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AT&T and Philips Telecommunications, PO. Box 1168, 1200 BD Hilversum, the Netherlands. Telephone +31 35 899222. Telex 4371 








No other di digit 
networking machir ne like 
AT&T and T ips Telecor 


“switch c can 3 t like a true 







expect from’ the coupl iing of AT&T, the worlc 

. largest telecomms manufacturer and o یج‎ 
and Philips, Europe's largest and most consi ist- 
—- successful electroni ics manufacturer. and... | 
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with just one self -sufficient re n 
to 10,000 when clustered with 
VLSI microprocessors perform 
handling and related functi ions it 
provide a host of subscribe! f 
Installation is infinit 
- can be located anywhere | 
.. building, switching modules:can b: 
metres from the main exchange. V 
means that the switch to digital can bı 
grated process as gradual as yours 
dictate. d 
Maintenance? The SESS-PR: be 
. most sophisticated computer-be 
diagnostics available, with ail syste 
instantly accessible via a colour: m 
The 5ESS-PRX d digital switch 
and Philips Telecommunic 1 
one is throwing some light on intel ge 1 
working. E e o 
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[Yn original, dramatic series on the liv es of s some of fou 3 
some heroes, some not. pu 
American life. Beginning October 7 tune in ever y Si 
“Americans All" are as we are. kx Re ul : 
Produced by the famous American کین‎ Himan I Bows, t the show.will he 
allow VOA listeners to re-live important moments in the lives of celebrated 
۱ Yerican personalities. lune in to VOA and hear ۳ ۵. ۱ | 
\merican history come alive with gripping drama in the (X^ 
lives of former President Abraham Lincoln, steel. 
. magnate Andrew Carnegie, women's rights figure , 
- Susan B. Anthony, industrialist Henry Ford, civil. 4 
rights leader Martin Luther King, Jr., and more. 4 


| VOICE C Ber AMERICA | 


“live” telephone call-in 
show for you to “Talk to 
America"! The first Sunday of 
` every month will be reserved | 
qd o for VOA listeners. Call VOA 
-| studios in Washington and ask 
o | questions of experts - in thei 
`. field. ۱ E 
© U.S. Astronauts, prominent politic: 
- religious leaders and famous. at 
uestions. Larry King, well knov 
€ ‘States, will be the host « 
18 0 ) GMT, beginning October 7. C 
ae “T alk to America. : 
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AMERICAN SURVEY 


Blessed are the peacemakers, 
not least in the polls 


With foreign policy, as with all other 
issues, Mr Ronald Reagan's re-election 
campaign is dancing on the water. The 
president, who the other day was chastis- 
ing the Soviet empire and all its works, 
has been transmogrified into peacemak- 

-extraordinary. The Democrats, who 

e trailing so far in the polls that they 
have nowhere to go but up, hoped that on 
the great issues of war and peace their 
views might prevail. Wrong again, it 
seems; Americans are comfortable with 
President Reagan abroad as well as at 
home. 

Which Mr Reagan, former Vice-Presi- 
dent Walter Mondale asked students at 
George Washington University this 
week: the one that sounds like Reagan or 
the one that sounds like Mondale? In a 
powerful piece of invective, vigorously 
written and sombrely delivered, he com- 
pared the old and new Reagan positions 
on a dozen different foreign-policy issues 
and, in effect, asked the real Mr Reagan 
to stand up. A good question but one that 
will not, at least until after the election on 
November 6th, be answered. 

Mr Reagan's campaign advisers, who, 
ike Mr Mondale's, saw foreign policy as 
NUM on which the Republicans 

ight stumble, intended to make domes- 
tic issues, with the stress on immediate 
financial self-interest, predominant. They 
still do: the conventional wisdom is that 
Americans of almost all ages, and particu- 
larly the young, will be voting with their 
wallets and voting Republican (Mr Mon- 
dale flattered his young audience at 
George Washington by rejecting this wis- 
dom as condescending and arrogant). 
Yet, after Mr Reagan's performance this 
week as the strong and earnest seeker of 
peaceful solutions the world over, for- 
eign-policy issues too may offer the Re- 
publicans a net gain. 

The administration's intelligent first 
step was to invite the Soviet foreign 
minister, Mr Andrei Gromyko, to lunch 
with Mr Reagan on September 28th. 
Whether anything comes of this meeting 
does not matter too much from a vote- 
counting point of view: the Republicans 
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cannot lose from showing that the presi- 
dent is trying (he has been taking advice 
all week from a number of old negotiating 
hands, including Mr Henry Kissinger); if 
Mr Gromyko is ungiving, it will suggest 
that Mr Reagan's judgment was right 
from the start. Above all, the lunch date 
disposes of the Democratic taunt that Mr 
Reagan is the only president of modern 
times not to have met a senior Soviet 
leader. Mr Mondale's own meeting with 
the Russian the day before cannot detract 
from the Republican coup. 

The next stage in the process of pouring 
rather mature wine into a seductive new 
bottle came with the president's concilia- 
tory speech to the United Nations general 
assembly on September 24th. The re- 
markable thing about this speech was 
what was not in it: the veteran scourge of 
Soviet misdeeds avoided all references to 
Afghanistan, Korean airliners and An- 
drei Sakharov. Instead he called for con- 
structive Soviet-American negotiation, 
regular cabinet-level meetings and, rather 
vaguely, the construction of "a road 


Reagan and Gromyko: at least the encounter was real 


a 


map" to show where the stalled arms- 
control process is trying to get to. 

It may be too simple to dismiss most of 
this as no more than election-time polish. 
Some of Mr Reagan’s men would like that 
to be exactly what it is; others trust that 
the changed approach will not only help 
to ensure a second term but will also 
provide the foreign-policy guidelines for 
that term. If the state department, under 
Mr George Shultz, has its way, the new 
Mr Reagan will turn out to be the real 
one. Experienced Reagan-watchers argue 
both ways. And some wonder whether 
the relaxed Mr Reagan would, in any 
event, ever be able to apply himself to the 
detail and the tedium that negotiations, 
particularly arms-control ones, demand 
even from the man at the very top. Mr 
Mondale could fill him in on this. If 
America is to get beyond statements of 
intent, the memorandums to the presi- 
dent will have to grow longer. 


Another failure in Lebanon 

The Middle East is the prime area where 
the administration's policies have consist- 
ed of a series of statements of intent with 
a bungled follow-up. Policy to do with 
both Lebanon and the Palestinians has 
not been thought through: it was assumed 
that, if the intentions were good, the rest 
would eventually fall into place. Natural- 
ly it did not and the result could have 
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M been disaster for a 9 des able 
than Mr Reagan to absorb disasters. An 
. unpopular or accident-prone president 
= would not have been able to move so 
` lightly away from the latest Middle East 
` incident: the car-bombing of the Ameri- 
. can embassy in Beirut on September 
20th, killing at least 14 people, two of 
` them American. 
____ What many Americans think reprehen- 
E sible is that this was the third terrorist 
` bombing of a similar kind in Lebanon in 
_less than 18 months and yet, despite 
^ p the embassy in a quiet suburb 
. of east (Christian) Beirut was only rather 
- casually protected. The old embassy on 
the seafront in west Beirut has been 
rebuilt since it was demolished, and 63. 
E people killed, in April last year, but in 
. July the embassy staff were moved from 
Es quarters to what was officially 
ed an "annex" in east Beirut mainly 
` because i it was thought to be safer. 
& The less understandable decision was 
.. to send home the 80 marines who had 
. been guarding the embassy staff; after the 
E debacle of the marines’ peacekeeping 
. mission, and the truck-bomb that killed 
_ 241 American servicemen last October, it 
— may have been thought expedient to keep 
. as few marines in Lebanon as possible. 
| ` Contract Lebanese guards were hired 
instead and the shoring up of the embas- 
` sy’s defences went on in what seems to 
` have been an oddly leisurely manner. 
4 . A Just before the attack, a report by the 
. defence intelligence agency had conclud- 
. ed that the annex was “highly vulnerable 
. fo...vehicular bombing" and ques- 
` tioned the reliability of the hired Leba- 
i . nese militiamen. A steel gate at the 
2 entrance had yet to be erected and no 
3 Et ` temporary alternative, such as the trucks 
` that at one time blocked the entrances to 
۳ the White House and state department in 
_ Washington, was there to stop an un- 
E known terrorist driving in his van, packed 
. with some 3,000Ib of dynamite. 
| The damage would have been much 
more lethal if a British security man, 
4 accompanying the British ambassador 
| who happened to be visiting his American 
. counterpart, had not shot the terrorist 
` before he reached his target under the 
3 . embassy building. “Anyone that's ever 
- A had their kitchen done over knows that it 
. never gets done as soon as you wish it 
. would”, was Mr Reagan’s homely but 
. inappropriate comment. In addition to 
.  Beirut's deplorable record of general vio- 
~ lence, there had been specific threats 
directed at the Americans, particularly 
after the administration vetoed a UN 
. security council resolution on September 
. 6th calling on Israel to lift “restrictions 
and obstacles" in southern Lebanon. 
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with Iran for President jiniy Carter, the 5 


political damage that it has done him has 
been minimal. And the hope that Ameri- 
ca can yet play a useful part in the bloody 
Lebanese-Syrian-Israeli triangle still en- 
dures. Mr Richard Murphy, the assistant 
secretary of state who deals with the 
Middle East, rushed to Beirut after the 
embassy bombing but then used his time 
profitably by going on to Damascus 
(where he was ambassador in the distant 
mid-1970s when President Assad used to 
talk into the night with Henry Kissinger), 
and to Jerusalem. In no time there was 
talk, once again, of the United States 
playing a mediating role in easing the 
Israelis out of Lebanon. This is not entire- 
ly a no-hoper: the new Israeli government 
is keener than its predecessor to get out 
and the Syrians, this time, are being 
brought into the negotiations at the start. 
But there are bound to be doubts about 
the resurrection of a policy that went 
wrong the first time partly because its 
treatment was relegated to that of a 
public-relations exercise. 

Mr Shultz maintains, half jokingly, that 
the election has nothing to do with Mr 
Reagan's new responsiveness in foreign 
policy. One curious postscript. The state 
department has dismissed the Nicaraguan 
government's unexpected acceptance on 
September 21st of the Contadora group's 
Central American peace plan as an un- 
derhand public relations ploy, linked to 
Nicaragua's coming election on Novem- 
ber 4th. Isn't there some boring old 
proverb about pots and kettles? 


Nerve gas 


One use for a 
giant squid 


CAMBRIDGE, MASSACHUSETTS 





Nerve gas is an invisible weapon in more 
ways than one. Unlike the MX missile or 
the B-1 bomber, it has neither prominent 
champions nor a network of vocal oppo- 
nents. Although congress has turned 
down three successive proposals by the 
Reagan administration to resume manu- 
facturing nerve gas (suspended since 
1967), even environmentalists have tend- 
ed to let stockpiled nerve gas lie—30,000 
tonnes of it in depots in the United States, 
West Germany and Johnson Island in the 
Pacific. But now the city of Cambridge, 
Massachusetts, which may have more 
scientists (and eco-nuts) per acre than 
anywhere else, is trying to stop a local 
laboratory using nerve gas and other 
chemical warfare agents in experiments 
for the department of defence. 

The research at Arthur D. Little might 
seem an inappropriate target for arms- 
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Not weicome in Cambridge 


control campaigners, since it is aimed at 
detoxifying nerve gas in order to destroy 
those stockpiles and to develop clothing 
to protect soldiers against gas warfare. 
But last week a committee of eminent 
local scientists reported to the Cambridge 
city council that the dangers associated 
with the storage and testing of chemical 
warfare agents in a densely populated 
area were "unacceptable": too many peo- 
ple—up to 30—were at risk of being 
killed in an accident. 

This week both sides presented evi- 
dence in court; a judge will rule on the 
legality of the Cambridge ban in Novem- 
ber. Among its opponents is another 
committee of scientists, at the Massachu- 
setts Institute of Technology, who are 
worried that the proposed restrictions 
may affect purely academic researcher: 
who use some of the same chemicals 4 
their labs. 

The underlying legal issue in the case 
against Arthur D. Little is whether a local 
government can overrule federal law—in 
this instance, the Pentagon regulations 
which authorise nerve gas research. The 
larger political question is whether Amer- 
ica will continue to rely on its stockpiled 
chemical weapons or destroy them and 
produce a new generation of binary gas 
weapons. Binary weapons are easier to 
store and handle than existing nerve gases 
because they consist of non-toxic chemi- 
cals which become lethal only when they 
combine after their containers have been 
launched. 

The main argument against binary 
weapons production is that it would set 
off a new sort of lethal proliferation. 
Insofar as chemical weapons are a deter- 
rent, the existing ones—there are enough 
stocks to fill 6m artillery rounds—do the 
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George Schaller’s Rolex is superbly equipped 
to survive. 


The destruction of natural 
habitats and extermination of 
species are irrevocably chang- 
ing the nature of life on earth. 

Thousands of plants and @ 
animal species are currently 
threatened with extinction be- M 
cause of the ravages of man. 

George Schaller, Director of 
the New York Zoological Soci- 
ety Animal Research and Con- 
servation Centre, has dedicated 
himself to halting and even 
reversing this sad and thought- 7 
less destruction. 

Schaller and his colleagues 
spend much of their lives in 
some of the most rugged and 
inhospitable places on earth to , 
study these species in their 
habitat. 

The Zaire Mountain Gorilla, 
the Indian Tiger the Snow Leopard of the 
Himalayas, and the Brazilian Jaguar are some of the 
endangered animals which have come under 
Schaller’ close scrutiny. 

The results of such studies are presented to 
local governments and are then used as a basis for 
realistic conservation measures. 

It is a source of great satisfaction to Schaller that 
his Centre has been responsible for helping to 
create and establish nearly fifty national parks and 
reserves around the world. 
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At present, Schaller is in- 
volved in what may be the 
biggest ecological challenge in 
his life. 

In collaboration with a team 
of Chinese scientists in the 
Sichuan Province, he is working 
to save the Giant Panda from 
* extinction. 

"By saving the panda, we do 
more than preserve a species, 
for we also express a loyalty to 
the earth, which. . . is the only 
home we shall ever know,” says 
Schaller. 

It is estimated that now only 
1,000 Pandas still survive in 
the wild. 

So Schaller and his Chinese 
colleagues know that they must 
find answers quickly. And as 
always, time is of the essence. 

For Schaller, that time is measured by Rolex. 

“My watch must be absolutely reliable,” says 
Schaller. “When I'm in the wilderness for months or 
years, I must have a watch which is totally reliable 
. . . because it is vital that animal observations are 
recorded accurately. 

“My Rolex has never let me down, even in the 
extremes of climates and adverse conditions.” 

George Schaller is doing all he can to help the 
animals of this planet survive. W 


His Rolex needs no help at all. 
ROLEX 
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Pictured: The Rolex Datejust Chronometer. Available in 18ct. gold, steel and gold combination or stainless steel, with matching bracelet. 


OPPORTUNITY. project mancing wiui 
Banque Indosuez : a whole 
world of opportunities, oil 
field financing, but also natu- 
ral energy financing, mining 
and industrial financing and 
special transportation financing. 

Specialized teams master 
both highly technological fi- 
nancing and an intimate know- 
ledge of markets and indus- 
trial matters. Putting to work 
the most sophisticated legal 
and fiscal techniques, they build 
imaginative, original solutions, 
adapted to problems world- 
wide. ۱ 

Banque Indosuez project 
financing teams benefit, more- 
over, from technical and logis- 
tical support offered by an 
international network present 
in 69 countries. 

An international French 
bank, a bank with human di- 
mensions, Banque Indosuez is 
active throughout the world in 
the financing of major projects. 

i at مس‎ opens up 
a whole world of opportunities. 8 
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job. If the United States were to start 
manufacturing new-fangled nerve gas, 
others would be sure to follow. Binary 
technology is not difficult, nor are the 
ingredients involved in it, which are simi- 
lar to those used in flame retardants and 
pesticides, hard to find. 
The safety argument for binary weap- 
ons is not overwhelming; in spite of 
Cambridge worries, existing nerve agents 
have posed few problems. The only casu- 
alties in America have been some sheep 
which died in a Utah testing accident. But 
about 5% of the American stockpile 
consists of chemicals fitted into obsolete 
weapons such as poorly designed, leaky 
rockets, and these will have to be dis- 
posed of. 
The first plan, since abandoned, was to 
dump them in the sea. The two preferred 
methods today are burning at high tem- 
peratures, which will take place on John- 
son Island, and chemical detoxification, 
— Which has been successfully tested in 
Utah. 

The Cambridge experimenters are us- 
ing chemicals to fight chemicals, as in 
Utah. At Brookhaven National Labora- 


North Carolina 





tories in Long Island, giant squid have 
provided the key to a different sort of 
solution. A biochemist there has used 
enzymes extracted from squid to break 
down the toxic chemicals in nerve gas. 
For bio-degrading on a large scale, squid 
would have to be replaced by genetically- 
engineered micro-organisms. All that is 
needed now is the right bug plus money 
from the Pentagon. 

Technology is less likely to prove a 
barrier to the disposal of nerve gas stock- 
piles than political will. Last April the 
vice-president, Mr George Bush, went to 
Geneva carrying a draft treaty on chemi- 
cal warfare, complete with a clause calling 
for the destruction of existing weapons. 
Since then it has gone the way of so many 
other well-laid disarmament plans. But 
this summer, for the first time in three 
years, Mr Bush did not have to cast a tie- 
breaking vote in the senate to appropriate 
money for new nerve gas. In the face of 
rejection by the house of representatives 
and division among the senate Republi- 
cans, the administration backed down. 
The city of Cambridge hopes to get the 
Pentagon to do the same. 


Punch-drunk politics 


"A nice clear-cut contest" is how one local 
reporter has summarised the senate race 
in North Carolina between Senator Jesse 
Helms, the incumbent, and Governor 
James Hunt. Seen from up close, howev- 
er, it is neither clear-cut, as the rivals 
dodge and weave round each other in the 
polls (with Mr Helms just ahead at pre- 
sent), nor nice. The fight between the 
"Mondale liberal", as Mr Helms repeat- 

ly called Mr Hunt in their latest televi- 
sion debate on September 23rd, and the 
diehard, genuinely reactionary Republi- 
can, Mr Helms, has been bitter in the 
extreme. Voters expected no less; such 
strong stuff is Mr Helms that at the first 
debate, at the end of July, his managers 
placed photographs of his grandchildren 
in front of him to remind him to say 
nothing that might frighten them, or, for 
that matter, anybody of a sensitive nature. 

This race seems to have gone on an 
unconscionable long time. Unofficially, it 
has lasted about two years. Since it be- 
came official, both men's television com- 
mercials have been aired, literally, sever- 
al thousand times. All this has cost 
something, indeed more than any other 
race of its kind in history. By the end of 
July Mr Helms had spent $8.8m and Mr 
Hunt $3.9m, long before the final stretch 
was in sight. 

The great part of this money has come 


THE ECONOMIST SEPTEMBER 29, 1984 


CHARLOTTE 


from outside the state. That is appropri- 
ate, because the race is being played for 
national, as well as local, stakes. Its pitch, 
fury and expense áre far beyond the 
requirements of a poor southern state. By 
this stage, accordingly, voters are rather 
punch-drunk. Most of them knew where 
they stood when they started; they scarce- 
ly needed all this ardent attention. 

North Carolina has few independent 
voters, probably less than 196 of the 
electorate. So the balance between the 
two men may be swung, in the end, by 
newly-registered voters. Two groups, 
themselves poles apart, are working to 
bring the unregistered into the polling 
booths. Last spring, on the strength of the 
Rev. Jesse Jackson's bid for the Demo- 
cratic nomination, more than 60,000 new 
black voters were registered by volun- 
teers. Many of these were from the poor 
backwater of eastern North Carolina; 
many could neither read nor write, stood 
in the voting booths without knowing 
what to do, and on more than one occa- 
sion asked how much it cost to vote. The 
main volunteer group, North Carolinians 
for Effective Citizenship, hopes to regis- 
ter a total of 100,000 new black voters by 
election day. i 

Their votes, in theory, ought to help 
Governor Hunt, especially since Mr 
Helms has been running the sort of open 






1 
race-baiting campaign that is meant to- 
appeal to rural white farmers and not, to 
put it mildly, to blacks. But Mr Hunt es 
little positively to excite blacks, and it is 
still possible that rural blacks will not vote 
in large numbers after all. There is, 
besides, the vote-gathering impact of the 
Moral Majority to be considered. e 

The Moral Majority is an impo 
force in North Carolina's politics. It is far 
more than a simple prop for Mr Helms. 
After a tour of the biggest cities in North - 
Carolina last year, its organisers enlisted - 
about 200 volunteers to lead a registration — 
drive in most of the state's 100 counties. - 
The Moral Majority is confident that it - 
has registered at least 70,000 new voters, - 
most of them white and conservative and - 














Helms eyes a moral margin 


most of them young. State election offi- 
cials attribute to church efforts as many as 
100,000 of the 144,373 new white voters 
signed up in the six months before the 
primary election last May. Now the Moral 
Majority is pressing its 4,000 pastors 
across the state to conduct voter-registra- 
tion drives in their churches. It calls this 
"fishing for conservatives in church 
waters". | 
The Moral Majority's style is best ap- 
preciated by a peep inside the Northside 
Baptist church in Charlotte on a recent 
day when Mr Helms was visiting to 
preach. Northside is the largest Moral 
Majority church in the state, with a minis- 
try that broadcasts over the air, a school, 
a sports centre, more than 6,000 members 
and its own picnic grove. Its pastor, the 
fiery Rev. Jack Hudson, a former dirt- 
track racing car driver, has preached 
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against the reading of George Orwell in 
_ the state-supported schools and has at- 


tacked Mrs Betty Ford, the wife of the 
former president, for her views on sex 


` before marriage. On this particular Sun- 


day, Mr Helms kept an overflow congre- 
gation of 3,000 in rapt attention as he 
attacked the dangers of “secular human- 
ism”, a favourite theme. He also brought 
tears to many eyes with a story of two 
little girls he met in an Alaska airport a 


` year ago; they were to board the doomed 


Korean Air Lines flight 007. Mr Helms 
and his wife, in the lap of God as ever, 
took another flight. 

A few hours after the sermon, the 
hymns and the prayers, Mr Helms himself 
was back in the secular mire. He accused 
Governor Hunt of accepting campaign 
contributions from radical homosexuals 
and of hiding from the white population 
his support for a national holiday com- 
memorating the birthday of Martin Lu- 
ther King. This mixture of slurs and high 
righteousness has at least kept voters 
awake. But they are deadly tired. Small 
wonder that the outcome may well rest, 
as both sides seem to think, on those for 
whom simply going into a voting booth is 
a novel and exciting experience. 


Oregon 


What's Greek for 
Teflon-coated? 


PORTLAND 


The notion that Oregon could break 
ranks with the west and swing against 
President Reagan is historically absurd. 
Only four Democratic candidates for 
president have ever carried Oregon— 
Lyndon Johnson, Franklin Roosevelt, 
Woodrow Wilson and Horatio Seymour 
(a loser in 1868)—and Mr Walter Mon- 
dale's chances of joining that list seem 
slight. Yet the idea has got about that Mr 
Reagan could be in trouble in Oregon, 
mainly because of a single recent poll in 
the state's largest newspaper, the Orego- 
nian, showing him in a virtual tie with Mr 
Mondale. 

The poll is seen as an aberration by 
even the most cheerful of Democrats. 
They are used to the world picking up 
stray signals and interpreting them as 
proof of Oregon's leftishness. One of 
these false signals was the cantankerous 
Senator Wayne Morse, who stood virtual- 
ly alone in the senate against America's 
involvement in Vietnam in the 1960s and 
was later lionised by war protesters. Mr 
Morse was first elected as a Republican, 
however, only crossing to the Democrats 
when his career was well launched. He 
helped to perpetuate a myth that had 
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E. 
The voters know Hatfield 
started at the end of the last century when 
a corrupt political establishment opened 
the way for the rise of the Populists in 
Oregon and, soon after, the introduction 
of a system of initiatives, referendums 
and direct primary elections. Oregon was 
the first state to bring in, by a vote of the 
people in 1910, the presidential prefer- 
ence primary. 

In fact, Oregon—with its traditions 
based on timber and the hardy, indepen- 
dent people, many of Yankee stock, 
associated with it—is conservative with a 
strong progressive bent. It used to be 
known as the Vermont of the west. Dem- 
ocrats find it hard to get elected to 
statewide office, which accounts both for 
the scepticism about Mr Mondale’s 
chances and for the bullishness in the 
camp of the state's leading politician, 
Senator Mark Hatfield. 

Mr Hatfield, seeking re-election to the 
senate for a fourth term, seems to be 
heading for an easy victory despite the 
whiff of financial scandal around his hon- 
ourable name. The studious, impeccable 
Republican has always been a pillar of 
integrity in the senate, where his job as 
chairman of the appropriations commit- 
tee makes him one of the most powerful 
figures in Washington. He doles out the 
money for all government programmes. 
Oregon's voters, it is clear, have just not 
wanted to believe anything ill of him. The 
local press has been noticeably protective 
of his reputation. Everyone seems re- 
lieved that the staff of the senate ethics 
committee has decided not to open a 
formal inquiry into the alleged connec- 
tions between Mr Hatfield and a Greek 
arms merchant, Mr Basil Tsakos, who has 
been promoting a costly trans-Africa oil 
pipeline project. 

What is established is that the senator 





was using his influence on Mr Tsakos's 
behalf while his wife Antoinette, who ran 
a now-defunct estate agency in Washing- 
ton, was receiving $55,000 from the Tsa- 
kos family for giving them advice about 
property. When the inevitable conflict of 
interest charges came up, Mr Hatfield 
insisted that his interest in the pipeline 
was genuine and that his and his wife's 
activities were totally separate. She 
would, none the less, be donating the 
Tsakos payments to charity. Public relief 
turned to contentment on September 
25th when the ethics committee, having 
been informed of separate inquiries by 
the justice department, voted to drop the 
Hatfield case for lack of "credible 
information". 

Mr Hatfield’s brand of Republican 
politics makes Democratic challengers al- 
most superfluous. He somehow combines 
fiscal conservatism with liberalism on 
practically everything else, from social 
issues to defence. His support for a nucle- 
ar freeze is regarded by Reaganites as 
apostasy. He is probably less of an ideo- 
logical ally of President Reagan than any 
other Republican member of the sen- 
ate—even including the other senator 
from Oregon, Mr Bob Packwood, who 
once described the Republican party un- 
der Mr Reagan as suitable only for white 
males over 40. 

That is what makes things frustrating 
for Miss Margie Hendriksen, the energet- 
ic state senator who opposes Mr Hatfield 
on the Democrats’ behalf. A native Min- 
nesotan, she got the mission because 
better-known Democrats found it hope- 
less. With her close-cropped blonde hair 
and determined style, she gives the im- 
pression of a terrier who is trying to make 
the most of an appetising bone, the Tsa- 
kos affair, without much success. Because 
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This is the place 


Every day since the beginning of Sep- 
tember two or three busloads of down- 
and-outs have been arriving at Rajneesh- 

am, a remote spot in the 
north-central Oregon brush. Within 
hours these people from America’s 
meanest big-city streets are talking about 
peace and love and other properties of 
the spirit which regular denizens of skid 
row might roll their eyes at. The new- 
comers, young and old, black and white, 
drunks and drifters, seem mesmerised by 
their fortune. To them, everything is free 
in Rajneeshpuram and they do not have 
to knife anybody—or even work—to get 


it. 

Some 1,500 have been shipped in so 
far from the pavements of New York, 
Philadelphia, Boston, Chicago, Los An- 
geles and other cities. They are recruited 
in parks and soup kitchens and bused 
across America by smiling people 
dressed in red, the disciples of Bhagwan 
Shree Rajneesh. The movement is be- 
coming hectic. One bus has crashed, 
injuring three dozen derelicts. 

The Indian guru’s followers have 
carved such an impressive home for their 
spiritual sect out of the Oregon badlands 
that it is hard for the uninitiated to 
understand why they would want to 
import society’s flotsam. To share our 
happiness, they say. But there is more to 
it than that. A disaster could be in the 
making. 

Beyond Rajneeshpuram’s hilly bound- 
aries, Oregonians are angry and suspi- 
cious. The bhagwan’s followers took 
over the nearby village of Antelope 
some time ago, putting in enough disci- 
ples as residents to give them the may- 
or's office. Antelope was formally re- 
named Rajneesh last week. 

Rajneeshpuram is a much bigger af- 
fair, It started out as a ranch but has 
blossomed into a town. Having paid $6m 
for the desolate property, the Rajnee- 
shees have spent $100m on turning the 
desert green. They grow their own food 
and recycle their waste (a sign exhorting 
people to “love garbage" seems to mean 
what it says). Earth-moving machinery 
roars into the night. They have built a 
tarmac airstrip, a shopping mall, a luxury 
hotel; a large dam and paved roads. 

Some 1,700 disciples, mostly Ameri- 
can but many European, live here per- 


Oregonians in general are so protective of 
Mr Hatfield, she has had to approach the 
subject with uncharacteristic caution. 
Democrats have gone wrong in Ore- 
gon, thinks Miss Hendriksen, by pulling 
their political punches. So she positions 
herself out on the left, rallying the wom- 
en's movement and pressing not just for a 
freeze, but a unilateral one. It is doubtful 
whether her effort to brand Mr Hatfield 
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RAJNEESHPURAM, OREGON 


manently. Another 500 are always float- 
ing in and out. This makes the commune 
the second biggest town in Wasco county 
after the county seat, The Dalles (popu- 
lation 11,000). With up to 2,000 street 
people expected, the Rajneeshees could 
muster more than 4,000 souls. For what? 

The commune is rather like a theocrat- 
ic Club Mediterranée where all, suppos- 
edly, so enjoy their work that they call it 
worship. Members “worship” 12 hours a 
day on a strictly vegetarian diet. The 
only sins are drugs and aggression. But a 
siege mentality has possessed the com- 
mune. Sniffer dogs are sent rooting 
through all arriving vehicles. They are 
trained to find drugs. But the search is 
also for bombs. Security is an obsession. 
This is evident every day after lunch 
when the ostentatious bhagwan, who no 
longer speaks but loves showing himself, 
glides past the assembled devotees in 
one of 47 Rolls-Royces garaged here for 
his pleasure. A guard with a submachine 
gun is close behind him. 

The guru came to America from Poo- 
na in 1981, pursued by controversy over 
his teachings on sexual liberation. The 
constant tender hugging between com- 
mune members, predominantly young 
professionals seeking the bhagwan's en- 
lightenment, would suggest at first that 
liberation reigns here. Security, howev- 
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All this, and rubber gloves too 


as a loyal Reaganite will do anything but 
amuse. There will not, in any case, be a 
televised debate between the two, since 
Mr Hatfield doggedly refuses to have 
one. He has represented Oregon in the 
senate for 18 years and has constantly 
gone back home to discuss and deal with 
public issues. The voters should know, he 
says, what he stands for. They do, and 
they seem to want more of it. 





er, has interfered with sex too. The 
bhagwan believes that the disease Aids 
will destroy two thirds of the world, the 
commune’s heterosexuals included, if 
measures are not taken to combat it. 
Love must now be made wearing rubber 
gloves, which are provided for all. 

Upset by the sect’s takeover of Ante- 
lope, many Oregonians seem to find the 
shipping in of street people the last 
straw. Resentment rankles even among 
the moderate majority of Oregonians 
who live on the other side of the Cascade 
mountains, to the west. They simply 
want to be rid of the Rajneeshees. The 
hostility is strongest among the conserva- 
tive residents of Wasco county, who are 
mainly ranch people with a liking for 
guns, cowboy hats and traditional ways. 
They fear that the red-clad interlopers 
are planning to do to the county what 
they did to Antelope. Most of them seem 
to have only the vaguest notion of what 
the commune stands for, but they do not 
want to be “taken over”. Rather than 
accept that, they talk of shooting the 
commune off the map. “They are", says 
the county judge, Mr William Hulse, 
“pretty set in their ways." 

With election day coming up in No- 
vember, it is taken for granted in Wasco 
county that the street people are being 
brought in to vote. Registration is fast 
and easy in Oregon. If they mustered 
4,000 votes, the Rajneeshees might be 
able to capture key county offices, par- 
ticularly on the three-member county 
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Florida’s citrus trees 
Burnt not squeezed 


Until late August, the most urgent prob- 
lem facing citrus growers in Florida was 
the discovery of four Mediterranean fruit 
flies in a trap in a bitter orange tree in the 
Little Havana section of Miami. That 
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court, thus enabling them to deflect a 
legal broadside aimed at kicking them 
out of Oregon. Their master’s immigra- 
tion status is in jeopardy. But the main 
legal problem they face boils down to the 
accusation that they flouted the state’s 
land-use laws, which Oregonians take 
seriously, by incorporating a city (with 
heavy power and water needs) on land 
they bought for ranching. The county 
court has the power to authorise new 
incorporation elections. A local state 
legislator, Mr Wayne Fawbush, wants an 
emergency session of the Oregon legisla- 
ture to ban the street people from 
voting. 

The conflict has its irony because there 
is something peculiarly American about 
the Rajneeshees, despite their exotic 
name. On an as yet smaller scale, their 
venture recalls the movement of the 
Mormons to remote Utah in the mid- 
nineteenth century after they were driv- 

n out of the mid-west. Like the Mor- 
, the bhagwan’s disciples have 
created a town in the desert. They are 
committed to staying. The importation 
of the skid row people, who are invited 
to meditate and stay as long as they like, 
corresponds with a belligerent stance 
taken up by the sole bearer of the silent 
bhagwan’s messages, Ma Anand Sheela. 
She alone has daily contact with the 
master. She has taken to calling Ore- 
gon’s politicians, from its governor and 
senators down to Mr Fawbush, fascists 
and pigs. The elfin Indian’s unloving 
language, not quite in keeping with the 
sect’s rejection of aggression, brought 
the ABC national television network to 
pull the plug on her during a recent live 
interview. The tone of recent editorials 
in the Rajneesh Times, the weekly which 
helps guide the commune’s thinking, 1s 
downright xenophobic. 

“We will protect ourselves whatever 
happens”, Sheela tells visitors. She 
means it in the physical sense. The 
machine gun that follows the bhagwan 
on his joyful daily spin is said to be part 
of an arsenal. The ranch folk outside do 
not lack weapons. Even if Wasco coun- 
ty’s 11,000 registered voters turn out 
more heavily at the polls in November 
than ever before, which is likely, the 
danger of something more than a ballot- 
box confrontation is growing. It would 
be sad if the “miracle” which some of the 
young street people talk about discover- 
ing in Rajneeshpuram were to become a 
jehad. 


discovery was probably uppermost, too, 
in the mind of Mr Franklyn Ward, the 
elderly owner of one of the most reputa- 
ble citrus nurseries in the state, when his 
foreman came in one morning with the 
news that something strange was happen- 
ing to some of his trees. They were 
covered with yellowish spots, were losing 
their leaves and were starting to die. Mr 
Ward thought they had been oversprayed 


THE ECONOMIST SEPTEMBER 29, 1984 


Ward's nurseries meet a fiery end 


with a copper fungicide, and supposed he 
had nothing to lose by reporting it to the 
state. He was wrong; he had, as it turned 
out, everything to lose. 

The infestation was a particularly viru- 
lent form of citrus canker, the disease that 
almost wiped out the citrus industry in 
Florida until, 50 years ago, it was de- 
clared eradicated. The canker can be 
spread by wind, water, human contact, 
even the touch of a bird's beak or a drop 
of rain. And there is no treatment for it; 
infested orchards must be burnt entirely, 
as Mr Ward's were by state order in mid- 
September, putting an end to 1.2m trees 
and a lifetime of investment. 

Much worse was to emerge. The freez- 
ing weather of last December in Florida, 
which killed or damaged about 90% of 
the citrus trees in the central part of the 
state, had brought Mr Ward huge orders 
for new stock. He had shipped out about 
400,000 budded trees and buds for graft- 
ing to most of the citrus-producing coun- 
ties in the state, besides sending some 
abroad. State officials are now going 
painstakingly through all the nurseries 
and groves which had contact with Ward's 
to see if they harbour traces of the 
disease. Six nurseries have been found to 
have canker in their trees, and gangs of 
prisoners on work-release programmes 
have been setting the torch to them. So 
far, no canker has been found in the 
established groves, but the state is almost 
afraid to believe it; on September 24th it 
announced that inspection was to start all 
over again in the 3,000 acres of groves 
that have already been declared free of 
the disease, just in case the canker is 
lurking and about to catch them out. 

The atmosphere is almost one of war- 
fare. Growers have petitioned the state 
for a complete shutdown of the industry, 
with no workers or equipment allowed in 
the groves, until at least mid-October. 
The state has replied by ordering an 
indefinite ban on harvesting while it tries 
to trace the disease through the often- 
patchy records of smaller and smaller 
nurseries. Nursery owners are offered no 
redress when their businesses are fired; 
they have become a public hazard and 





must, for the moment, accept it, although 
they may get some compensation later. 
There is no appeal against burning; the 
state certifies all citrus nurseries and is 
thus the guarantor of customers, or the 
lack of them. Indeed, far from resisting 
the order to burn, many growers are 
doing it spontaneously, if selectively, to 
try to weed out trees they suspect may be 
infested. 

That part of the citrus crop that goes 
for juice (about 90% of oranges end up 
that way) can be harvested in November, 
but it is usually left on the trees until mid- 
February. The crops that are most affect- 
ed at present are the earlier-ripening 
fresh oranges and grapefruit, which are 
ready for picking now. Even if this fruit 
were harvested, there is now nowhere for 
it to go. Shipments cannot move either 
out of state (because of a federal quaran- 
tine order imposed on September 13th) or 
within the state for fear of spreading the 
disease. Nor can fresh citrus be sold 
within the state from roadside stands or at 
groceries. The canker has already been 
found on oranges offered for sale in à 
department store. 

Even if no more canker were found, 
state officials think that it might take 
three to four years and millions of dollars 
before they could feel sure that the dis- 
ease was eradicated entirely. This strain 
of canker is like that; it can lie dormant 
for months in trees apparently free of it, 
and it can reappear in the shoots that 
emerge after a tree has been uprooted. 

The origin of the outbreak is a mystery. 
Senator Paula Hawkins of Florida thinks 
it has come in (like the medflies) from 
Mexico, and that Mexican fruit ought to 
be embargoed. Some growers mutter 
about sabotage at Ward's nursery, per- 
haps by someone with a Brazilian inter- 
est; each time the Florida crop suffers 
from a freeze or a scare it is Brazil, now 
the world's leading supplier of orange 
juice, that moves in on the market. The 
most pessimistic assume that Florida's 
reign as the chief dispenser of the nation's 
daily fix of OJ is about to end. The citrus 
industry, battered by cold weather, has 
been moving slowly south for the past 150 
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` years. This year, 20,000 jobs are to go in 
_ Orange and Lake counties. Another can- 


Te, =| 


t 
, 
۱ 





" ۳۹۳۳۲۲۲۷۲۲۳۲7۳۳۲ ae ear 


ker outbreak like the last could drive the 
citrus industry out and over the sea. 


. Florida is holding its breath. 


Bouncing bill 


WASHINGTON. DC 


` The bill passed by the senate to broaden 


the powers of banks is unlikely to find its 
way to President Reagan's desk, despite 
the favourable reception it would get 
there. Standing in the way is Representa- 
tive Fernand St Germain, the small-town 
Rhode Island Democrat who is chairman 
of the banking committee of the house of 
representatives. Mr St Germain likes fed- 
eral regulation of banks and wants more 
of it, not less. If only the federal bank 
examiners had been brighter and tough- 
er, he says, Continental Illinois National 
Bank and Trust would not, last May, have 
skated to the brink of insolvency before 
being pulled back with federal money. 
The senate bill, which passed by 89 
votes to five, would let banks underwrite 
some new types of bonds, allow regional 
interstate banking, give savings institu- 
tions some new powers and prohibit 
“greenmail” defences to hostile take- 
overs (in which a company's shares are 
bought back from predators at a hand- 
some premium). It would also close a 
loophole in the law that has let the 
comptroller of the currency give charters 
to “non-bank banks" which skirt the 
federal prohibition on interstate banking. 
The law defines a commercial bank as a 
business that takes deposits and makes 
commercial loans. By doing only one of 
these things—usually just taking depos- 
its—companies such as Sears, Roebuck 
and Merrill Lynch have got round the ban. 
Mr St Germain himself would like to 
see this practice stopped. He and Senator 
Jake Garn, the Utah Republican who 
heads the senate banking committee, 
agree that only charters issued before July 
1, 1983, should be allowed. Yet Mr St 
Germain has declared that the Garn bill, 
"or even a diluted conference version, 
would fail overwhelmingly in the house", 
so there is no point, he says, in bringing it 
forward. He is prepared to sponsor a joint 
resolution with Senator Garn ordering 
the comptroller to continue into 1985 his 
self-imposed moratorium on the issuance 
of bank charters. But the senator, unwill- 
ing to let the congressman dictate, says 
there is no need because of the threat that 
congress would revoke any new charters. 
Was Mr St Germain really sure of 
beating the senate bill? Or was he afraid 
of not beating it? If he were sure that the 
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house would reject it, would he not want 
to record such a defeat to strengthen his 
hand in negotiating a new bill with Sena- 
tor Garn, this year or next? It was hard to 
see how he could profit by waiting. 

Perhaps Mr St Germain was thinking 
something would turn up. It did in 1983, 
when he managed to pull a housing bill 
through congress despite White House 
opposition. He did it by holding hostage 
the administration's bill to increase 
America's subscription to the Interna- 
tional Monetary Fund. But in 1985, un- 
less there is a new round of big-bank 
tremors, another bill like Senator Garn's 
is bound to be back. 


Nursery schooling 


Out of poverty 


Good and early. If education is high 
quality, and if it starts at the age of three, 
it can do a lot to help children complete 
their schooling, not get pregnant in their 
teens, keep out of trouble with the police 
and find a job when they leave school—in 
other words, it can help them lead satisfy- 
ing lives as useful members of society. 
This is the conclusion of a persuasive 
report on 123 black children from poor 
families in Michigan. It suggests that 
there is an effective way, after all, of 
attacking the sequence of poverty, school 
failure, delinquency, crime, unemploy- 
ment and more poverty that now con- 
fronts so many black children in America. 

The report is based on work by the 
High/Scope Educational Research Foun- 
dation in Ypsilanti, Michigan, which, in 
the mid-1960s, divided the 123 three- and 
four-year-olds, all with IOs of 60-90, into 
two groups. One was given good pre- 
school education (with roughly six chil- 
dren per teacher); the other was not. 
Both have now been observed for 16 
years. The lucky ones have fared striking- 
ly better as a group than the others: they 
are about twice as likely to have found 


Hallo, happier future? 





jobs or vocational training, about 20% 
less likely to have dropped out of high 
school, about half as likely to have be- 
come pregnant and about 20% less likely 
to have been arrested. 

The cost (in 1981 money) of their early 
education was $4,818 each per year, quite 
a lot. But as soon as they went to proper 
school they began to cost society less than 
those who had not been to nursery 
school. Because they needed less remedi- 
al education, their costs in elementary 
and high school were, on average, 83% of 
their contemporaries'. Their lower crime 
rate is reckoned to have saved the com- 
munity $3,100 per child. And there have 
been other savings in lower unemploy- 
ment payments and welfare benefits for 
unwed mothers, not to speak of the gains 
in human happiness. 

Could the experiment be copied on a 
grand scale, with equivalent grand-scale _ 
results? That was the hope behind Head 
Start, the preschool programme intro- 
duced in the 1960s as part of Lyndon 
Johnson's now unfashionable Great Soci- 
ety. Head Start undoubtedly helps poor 
children, yet its authorisation beyond 
October has been held up in congress by a 
wrangle over energy money. Even with 
an extension, Head Start can reach only 
430,000 children, less than 20% of those 
eligible, and can offer only a relatively 
short and run-of-the-mill education. The 
Michigan study suggests that nursery- 
school education should last a couple of 
years and be good. 

Even then, of course, it does not eradi- 
cate all the problems facing poor chil- 
dren; it merely seems to reduce their 
perniciousness. So it is not a substitute for 
a decent upbringing in a decent family of 
decent means. Yet its growing popularity 
among middle-class Americans for their 
own children suggests that preschool edu- 
cation is valuable; more and more three- 
year-olds and four-year-olds are being 
enrolled by their ambitious parents in 
private nursery schools that offer training 
in everything from computers to karate. 
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Capital Preservation Fund 

A International invests only in short term 
3] U.S. Treasury Bills. Bills backed by the 

/ guarantee of the U.S. Government, backed 

UNA". with the wealth of the United States. 

P And it does it in such a way that non-U.S. citizens 
legitimately avoid being liable to U.S. Federal and Estate 
Taxes and may 2 avoid being liable to their own national 
taxes. What is more, it does so from the secure privacy of 
Luxembourg, a major international financial centre. 

__. Aninvestmentin Capital Preservation Fund has other 
advantages. It gives you immediate liquidity, It has no 
purchase and sell fees. It may be maintained in bearer or 














of 5 ed in o e of which 


f dh ; skilled: managers who peas over $2. 2 bill lon 
per nent in our sister funds in the United States. 

irn all of the advantages of this unique form of 
estment a and to kk a niga — form just 





RCO HMO EEE T ERE HES EEE HEE COE HERE HOES EH ED 


To: CPFI, 5 rue Aldringen, me ce E ` 
sia 2587. Tel: 47 56 12 


——————————— à 


5569959592 





‘any other form you require.Itoffers the full advantages ofan ` 


مج هون و و وم Oo eee‏ 
ems eque mee 5‏ ی ی یس اد ی ی ی ی 


Micro RD ê have ome of ag 
are they confined to the amuser 
enthusiastic hobbyists, but have Xt 
rapidly increasing relevance for bu: sines 
industry, large and small. — 
The increasing variety of mai d 
programs on the market can be ering. 
MANAGING WITH MICROS i introduces you: to E 
the hardware and softwareofmicro-computing 
systems, and helps you to decide on he suitability capo 
of equipment for your ae needs. a 
It explains word processing, nur 
analysis using electronic work shee 



















purchase and Bominat leder system: „Stock ۱ 
control and payroll systems. . 5 ue 
In this newly updated edition, M MANAGING. : 
WITH MICROS discusses the latest innovations | 
such as hardware with vastly: improved memory 
capabilities and economical text transmi 
telephone. : ee ae 
` . Toorder your copy af MAN: AGING WT | 
MICROS, simply Li die order form below, | 
now. 7 








ihetconorms 5t Newspaper iam med 1 28S) amass Street andor DWA Bic 
و و موم موم موه و ویو و و وه وم و وه‎ 





ORDER FORM 

Please send me. — copy/copies of Mise with Micros. 

World Prices: UK and Irish Republic: £13 .50 or $20.00 
Surface/Sea Mail Rest of World: — £15.000r $22.50 
Airmail worldwide: £16.50 or $25.00 





Cheque enclosed for £ US$. ۱ crossed, pasen te 
The Economist Newspaper Limi ed. "MES 
















I wish to pay by (| American Express. zi 
(my d un isa card accou 


i. d os 


Signature 
Name بر‎ 


. Title 
Company — 
Address 


` Return to: Publications s Depa 
The Economist, 25 St. 
London SWIA 1HG, E T 
Telephone: 01-839 7000 Tele 
Registered Office: 25 SiL Fames s Street: 

‘ee 449449459 t9 e d Ee 


UR EHO HOE OOOH ERE OOH EET * 8 EERO EH ED KEKE 





EUROPE 








The man who would be king 
again, but probably wont 


FROM OUR SPECIAL CORRESPONDENT 


Mr Valéry Giscard d'Estaing is an altered 
man, or so it seems. The haughty former 
president of France, who lost the Elysée 
to Mr Francois Mitterrand three years 
ago, has, by his own account, learnt 

umility in defeat. To convince the many 
beo in France who doubt this, he has 
started his campaign to win back the 
presidency from the grassroots of his 
native Auvergne. 

Running this past month for a parlia- 
mentary seat in the mountainous depart- 
ment of the Puy-de-Dóme, Mr Giscard 
d'Estaing looked very different from the 
kinglike claimant to a second presidential 
term who had turned off so many French 
voters in 1981. With every sign of relish, 
he attended countless tiny meetings with 
farmers who were more interested in the 
unsatisfactory price of milk than in his 
vision of humanist politics for the 1990s. 
The brain that had helped to devise the 
European monetary system turned itself 
to recalling villagers’ names—and to re- 
membering that midday meetings should 
end with a communal apéritif at the local 
café. 

As Mr Giscard d’Estaing drove his 

een Peugeot 505 between meetings, he 

escribed how his by-election campaign 
had put him back into touch with ordinary 
people and their everyday problems. This 
reconnection (detractors might call it a 
discovery) had its due and predictable 
reward. On September 23rd, Mr Giscard 
d'Estaing was elected to the national 
assembly from his old constituency, with 
63% of the votes. 

The margin was impressive: he had 
seven opponents, and he himself was 
expecting little more than the 50% need- 
ed to avoid a run-off. None the less, this 
was not the hardest of victories. Before 
becoming president in 1974, Mr Giscard 
d’Estaing was regularly re-elected from 
the Puy-de-Dóme. Politicians of the left 
hold the other national assembly seats in 
the department. But his own constituency 
is traditionally conservative. 

Disappointed by the Socialist govern- 
ment's turn to the right, many Socialists 
and Communists abstained. The far-right 
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National Front won five times as many 
votes as in the national assembly election 
three years ago, though its 6?6 share of 
Sunday's total was three points less than 
the party won in the constituency at the 
European election in June. 

The ex-president’s admirers have 
seized with delight on his margin of 
victory, which was close to “Two out of 
three", the catchphrase of his most recent 
book, and the proportion of French vot- 
ers he wants to rally to his own variety of 
tolerant, free-market liberalism. Under- 
standably, they draw less attention to his 
frequent Keynesian attacks on the Social- 
ist government for stopping public works 
and housing expenditure in the Au- 
vergne. To an audience of 25 in the 
village of Mazayes, this prophet of small 
government and self-reliance bemoaned 
the shrinkage in the number of civil 
service jobs that has come about with 
state spending cuts. 

Mr Giscard d'Estaing's success in the 
Puy-de-Dóme must be set beside his 
considerable weaknesses. In national 
opinion polls, he still lies well behind 
France's other two conservative leaders, 
Mr Raymond Barre and Mr Jacques 
Chirac, both of whom served him as 
prime minister. Well over half the 60 
deputies in the once-Giscardian Union 
pour la Démocratie Française (UDF) 
now prefer Mr Barre to their former 
leader. In one recent opinion poll, 39% of 
those answering thought that Mr Barre 
would be a good president, compared 
with 3496 who said as much for Mr Chirac 
and 30% who did for Mr Giscard 
d'Estaing. 

These figures so alarm Mr Chirac and 
Mr Giscard d'Estaing that they may be 
tempted to call an unofficial truce be- 
tween themselves to stop the rise of Mr 
Barre. The two men appear to have 
overcome the chill of 1981, when Mr 
Giscard d'Estaing blamed his defeat on 
Mr Chirac's lack of support. By contrast, 
such poll results comfort Mr Mitterrand, 
who is quite happy to watch three conser- 
vatives fight for his job—and who has 
accordingly given his own presidential 


Giscard rediscovers the common touch: 


nudge to Mr Giscard d'Estaing's political 
re-entry. 

As a pre-campaign favour, the presi- 
dent spent 40 minutes with his old rival 
during a summer visit to the Auvergne. 
More pointedly, in September, Mr Mit- 
terrand used his influence to prevent à 
parliamentary commission questioning 
Mr Giscard d'Estaing about the affair of 
the “sniffer aeroplane"—an abortive 
scheme, concocted while he was still 
president, to seek out buried oil (or at 
least government money). Mr Mitterrand 
does this sort of thing because he cannot 
see in Mr Giscard d'Estaing a genuine 
threat. Like many French voters, he 
thinks of him as yesterday's man. 

Indeed, for Mr Giscard d'Estaing to 
reach the Elysée again from the humble 
Auvergne looks at the moment an almost 
impossible task. Resigning himself to this 
will probably take a while. In the mean- 
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There are boastful, triumphant ways to 
commemorate a war, and conciliatory 
ones. The meeting of the West German 
chancellor, Mr Helmut Kohl, and the 
French president, Mr Francois Mitter- 
rand, at the site of the battle of Verdun 
in the first world war was a good example 
of the conciliatory sort. Not that any- 
body now would boast of Verdun. In 
1916, between 600,000 and Im French 
and German soldiers died there in 10 
months of fruitless fighting. 

There was no particular reason for a 
solemn commemoration of Verdun in 






Slaughter recalled 
time, he can sensibly ask himself the 
following question: if in 1981 he had 
shown the common touch that he dis- 


played during his campaign this month, 
might he not still be France's president? 


Italy 





FROM OUR ROME CORRESPONDENT 


Even terrorists sometimes return to the 
scene of their crimes. On September 18th 
two convicted former members of the 
Red Brigades, the largest of Italy's urban 
guerrilla groups in the late 1970s, accom- 
panied a Roman magistrate on a re- 
enactment of the 1978 kidnapping of 
Aldo Moro, then the Christian Demo- 
cratic party's president. Mr Moro's four 
escorts were killed in the ambush and his 
body was found almost two months later 
in the back of a car on a side street in the 
centre of Rome. Six years later, the 35- 
minute drive around Rome's backstreets 
provided the first eyewitness account by a 
participant in the Moro kidnapping. The 
guides, Mr Valerio Morucci and Miss 
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Too important to be left to soldiers 











1984, the 68th anniversary of the slaugh- 
ter. The Kohl-Mitterrand meeting on 
September 22nd had other purposes. 
Besides providing a symbol of French- 
German friendship of the kind that sticks 
in people's minds long after dull summit 
meetings are forgotten, the Verdun visit 
helped to smooth over a West German 
grievance. When leaders of the western 
countries which had fought together 
against Hitler celebrated the 40th anni- 
versary of the D-Day landings in France 
last June, the West Germans were not 
invited. In a belated display of tact, the 
French arranged the muted affair at 
Verdun as a consolation. 

This was a small problem beside those 
that loom next year, the 40th anniversary 
of Germany's defeat in the second world 
war. Where will commemorations be 
held? At Rheims, where the Germans 
surrendered in the west? Or Berlin, 
where they surrendered to the Russian 
army, which contributed more than any 
other to Hitler's defeat? Inviting the 
Russians to Rheims might seem odd. But 
commemorations in either part of divid- 
ed Berlin would cause far too many 
headaches. 

It would be nice if such anniversaries 
could be left to ordinary soldiers. Unfor- 
tunately, commemorating wars has be- 
come too important to politicians for it 
to be left to the now ageing survivors of 
those who did the job. 


Adriana Faranda, said they wanted to 
make amends for the suffering they and 
their companions had caused. 

The two are not the first convicted 
brigatisti to have woken up from their 
dreams of violent revolutionary upheav- 
al. Nearly half of the 2,000 people in jail 
for terrorism or related charges have 
asked the authorities to accept that they 
have broken with their old groups, thus 
becoming eligible for a somewhat milder 
prison regime. The unrepentant and 
those considered a threat to wavering 
one-time comrades-in-arms are now à 
tiny minority, housed in special sections 
of Italy's high-security jails. 

Information from the pentiti (repentant 
guerrillas) played a large role in the 
breaking of the Red Brigades and other 
urban terrorist bands. Despite this, both 
Mr Morucci and Miss Faranda have 
stressed that they will name no names. 
They do not stand to gain by the special 
legislation which granted the pentiti size- 
able reductions of their sentences, since 
the law lapsed last year. They are, they 
say, quite simply penitent. 

Other ex-guerrillas say the same, and 
the Roman Catholic church has listened 
sympathetically. Several prison chap- 
lains, persuaded that these acts of contri- 
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Murder revisited 


tion are for the most part genuine, are 
campaigning for better prison conditions 
for jailed terrorists. In December last 
year the chaplain of a high-security jail on 
the island of Sardinia, where inmates 
were on hunger strike, resigned in protest 
at their conditions. Soon after, on a visit 
to Rome’s main prison, the Pope greeted 
a number of convicted urban guerrillas, 
including Mr Morucci. 

In a Milan prison chapel last April, 
Cardinal Carlo Maria Martini, the arch- 
bishop of Milan, christened the twins of a 
couple serving a sentence for attempted 
murder. The pair had belonged to the 
Front Line guerrilla band. Three months 
later the few members of this group who 
were still at large anonymously surren- 
dered their weapons at the cardinal's 
office. Cardinal Martini has recommend- 
ed that guerrilla prisoners be found so- 
cially useful work. 

A number of Christian Democratic 
deputies have drawn up a bill to reduce 
the sentences for ex-guerrillas who dis- 
own their old groups. Not all Italians, 
however, believe that such a lowering of 
the guard is desirable. The sternest oppo- 
nent of showing clemency to the terrorists 
is the Communist party. An editorial in 
the party's newspaper, l'Unita, argued 
recently that one cannot wash away spilt 
blood. The Socialist prime minister, Mr 
Bettino Craxi, might agree that deter- 
rence still counts: last month he an- 
nounced that there was evidence that 
terrorist organisations were regrouping. 


Spain and France 


One-way ticket 


Uproar, again, in the Basque country. 
Gangs went on the rampage during the 
nights of September 24th-25th in San 
Sebastian, Bilbao, Irun, Vitoria and Ren- 
teria. They overturned buses and burned 
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cars. The main roads and railways be- trade unions, like most Basques, are three stayed in France until their final " 
tween France and Spain were briefly opposed to Eta’s violence. appeal to the French council of state was ۲ 
blocked. Herri Batasuna, the political The spark was a decision by the French rejected on September 26th. They are - 
wing of the violent Basque separatist government to send three alleged Eta now in a prison on the outskirts of 
movement Eta, called a general strike for terrorists back to Spain to stand trial, and Madrid. 

Wednesday, September  26th—with to expel four others to Togo. These four The extraditions are the strongest sign — 
mixed results. The mainstream Basque were packed off last week. The other yet of France's determination to stop Eta 
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Orange got the Blues 


FROM OUR SPECIAL CORRESPONDENT HILDESHEIM, WEST GERMANY 





The heat of the nuclear debate makes it 
easy to forget that Nato’s first line of 
defence consists of a rather thin net of 
armoured divisions strung out along 
West Germany's eastern border. Nato 
arranges a practice “war” for them every 
year. For the British, this autumn's ma- 
noeuvres were special. In an exercise 
code-named Lionheart, Britain mus- 
tered the largest expeditionary force sent 
across the English Channel since the 
second world war. These extra troops 
joined German-based British units in a 
mock battle against American, Dutch 
and West German soldiers. 

Two weeks ago, some 60,000 troops 
left Britain by ferry and truck for the 
British sector of the front, near Hildes- 
heim (see map). Most of them were in 
reserve units of the Territorial Army; 
some 4,000 were individual reservists; 
and about 17,000 belonged to regular 
units stationed in Britain. Why so many? 

For two main reasons. First, most of 
the reinforcements were support troops. 
Over the past few years, British govern- 
ments have “thinned the tail "—the non- 
combat units—of the British army in 
Germany. Although this September's 
expeditionary force more than doubled 
the number of British troops on the 
ground in Germany, it raised the number 
of actual fighting men by less than a 
third, and added only 38 tanks. 
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Westward ho, much too fast for comfort 
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Second, for the first time in more than 
20 years the British forces were large 
enough to take on a fair chunk of the rest 
of Nato by themselves. This gave Brit- 
ain's defence planners an unusually good 
test of how their men might do in a real 
war. Britain (Blue) had to withstand an 
attack by the other allies (Orange—a 
tactful way of not quite saying "'red"). 
The Orange side was helped by a handful 
of British units acting as commandos. 
These included the 2nd battalion of the 
Parachute Regiment, which stormed the 
Argentine airfield at Goose Green dur- 
ing the Falklands war. 

The Orange forces attacked on Sep- 
tember 18th—as if across the border with 
East Germany, although in fact they 
started several miles west of the fron- 
tier—and quickly cut through British 
lines. Their attack bogged down four 
days later, however, and the Blue force 
mounted a successful counter-attack. 

Although these manoeuvres are main- 
ly designed to train the soldiers taking 
part in them, they are also useful for 
trying out tactics and testing equipment. 
The official assessment of Lionheart will 
take months. But Nato observers—who 
were on the whole pleased by the perfor- 
mance—have already drawn some con- 
clusions from it: 

@ The big cross-channel reinforcement 
worked fairly well, with fewer snags than 
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expected. To work at a time of serious 
east-west tension, however, it would 
need solid advance planning. Reinforce- 
ments would have to be sent to the 
continent well before the fighting began. 
That could mean an awkward choice 
between worsening the crisis and being 
caught unprepared. 

@ In its training, Britain's army may be 
the best in western Europe; but its 
equipment, although improved in the 
past four years, has worrisome short- 
comings. There are too few Challenger 
tanks, the quick and well-armoured re- 
placement for the lumbering Chieftains. 
Casualty evacuation has improved, but 
there are not enough helicopters to pick 
up large numbers of wounded men in à 
hurry. The defences against Russian air 
attack, despite the Rapier missile, need 
improving. The army's artillery is badly 
out of date. A new self-propelled 
155mm-gun is still not in service, and 
British gunners have too many 105mm 
Abbots, which lack the reach and punch 
needed against modern armour. 

@ The speed of today's armoured vehi- 
cles astonished even the men taking part 
in Lionheart. Orange columns of Ameri- 
can Abrams and Dutch Leopard-2 tanks 
plunged across the north German plain 
"much too fast for comfort", in the 
words of a British commander. The 
defenders have to get into position far 
faster than before. The mild comfort is 
that the attackers can now more easily 
get separated from their supporting 
troops and their fuel supplies. 
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Some Basques didn't approve 


from using the French Basque country as 
sanctuary for members who have made 
attacks in Spain. France has already ar- 
rested and expelled a score of alleged Eta 
men to Central American countries, 
chiefly Panama. 

A far-right Spanish organisation which 
probably consists of off-duty policemen, 
the Anti-Terrorist Liberation Group, had 
provoked the French further by murder- 
ing or kidnapping seven Basques on 
French soil. President Mitterrand had his 
- attention drawn to the problem both by 
King Juan Carlos in 1982 and by Spain's 
Socialist prime minister, Mr Felipe Gon- 
zalez, in Paris last December. 

The French have been reluctant to 
extradite Basques to Spain. This was 
partly because they feared Basque retali- 
ation against French targets—which has 
occurred in a small way in Spain. Presi- 
dent Mitterrand was also loth to jeopar- 
dise France's tradition of welcoming po- 
litical exiles. 

Mr Gonzalez argued that, having 
caused some 400 deaths in 15 years, Eta 
should be regarded as a group of common 
criminals. The Spanish prime minister 
also pointed out that the Spanish Basque 
country enjoyed considerable autonomy 
under its own properly elected parlia- 
ment, and that the biggest threat to 
democracy, and to Socialist rule in Spain, 
came from a Spanish army goaded by 
terrorist attacks. To Eta's dismay, the 
message got through to President Mitter- 
rand, leaving its supporters to demon- 
strate—most Basques hope vainly—in the 
streets. 
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Bulgaria 
Rude noises 


Bulgaria's reputation as the dullest coun- 
try in eastern Europe, in which there are 
hardly ever visible signs of dissent, has 
been dented by a report that bombs 
exploded in six of its cities at the end of 
September. The bomb-planters, it has 











Saving the Arbat 


FROM A CORRESPONDENT IN MOSCOW 
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The damage so far 






Moscow's conservationists are winning 
their battle to save one of the city's few 
remaining old districts from destruction. 
Having secured agreement in principle 
that the Arbat district should become a 
protected area, they now want to make 
sure that the agreement sticks—and that 
it is carried out with care. 

In the nineteenth century the Arbat 
was a fashionable part of Moscow, the 
hub of literary and cultural life. It was 
also one of the city's most attractive 
areas, with narrow, winding streets and 
elegant buildings in the pastel shades of 
Moscow's classical architecture. 

Then, from the 1950s on, planners 
tore down almost anything that stood in 
the way of the grandiose avenues, de- 
signed to cope with future motor traffic, 
which now radiate from the city centre. 
In 1962, despite protests, planners cut à 
kilometre-long swathe through dozens of 
old streets in the Arbat to make way for 
Kalinin Avenue. This seven-lane high- 
way, flanked by thick concrete pave- 
ments:and dominated by nine skyscrap- 
ers, was the brainchild of Mr Mikhail 
Posokhin, who is still Moscow's chief 
architect. 

Even what remains of the old Arbat 























been suggested, may even have had as 
their main target the Bulgarian leader 
himself, Mr Todor Zhivkov. If this was 
really so, the bangs could have some 
powerful echoes. 

On August 30th, Mr Zhivkov is be- 
lieved to have travelled from the Black 
Sea resort of Varna to Plovdiv, Bulgaria's 
second city. It was at Varna airport that 
the first bomb is said to have exploded, 
killing several people. A second explo- 
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district has suffered. Many of the finest 
buildings are used as embassies or for- 
eign residences. But dotted among them 
are modern luxury flats, built in brick, 
occupied by senior Soviet officials. A 
conservation plan was at last adopted a 
few years ago. The district's main thor- ۰ 
oughfare, Arbat Street, was to be turned 
into a pedestrian precinct, with fewer 
shops and more cafés. Three buildings 
were to be given to the Artists’ Union for 
use as exhibition halls. 

These changes, long in progress, are 
meant to be completed once road works 
down the centre of the street are finished 
some time next year. Conservationists 
are still not satisfied. They are afraid that 
Moscow’s planners will turn Arbat Street 
into a crude tourist attraction, with mock 
period street lights. 

Conservationists are trying to form a 
pressure-group, hoping for support from 
such well-known Muscovites as Mr Ser- 
gei Bondarchuk, a film-director, and Mr 
Bulat Okudzhava, a writer and singer. 
Mr Okudzhava put what many Musco- 
vites feel about the district into the 
words of a song: “Arbat is a home I'll 
never tire of walking through"—what's 
left of it, that is. 
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No bombs here, I think 


sion, according to the same story by a 
French news agency, followed an hour 
later at Plovdiv's railway station. In the 
next few days smaller bombs are reported 
to have gone off in Ruse, Burgas, Shu- 
men and Turgovishte. 

To add to suspicions that something 
was afoot, a marked increase in security 
was noticed in the capital, Sofia. But it is 
difficult to separate this from the normal 
precautions that would have been taken 
for the celebrations to mark the 40th 
anniversary of the communist takeover in 
Bulgaria. These reached their climax on 
September 8th, with speeches by Mr 
Zhivkov and his important Soviet guest, 
Mr Mikhail Gorbachev. 

So far, the Bulgarian authorities have 
admitted only that several people were 
injured in a “criminal act” in Plovdiv on 
August 30th. They deny that the incident 
had any political meaning, or that it was 
part of a campaign. Whatever the bomb- 
ers’ motives, Bulgaria's security forces 
must presumably be alarmed by the ap- 
parent ease with which they got hold of 
explosives. And there have already been 
some bombings this year. In July, Mr 
Plamen Penchev, from Sevlievo in central 
Bulgaria, was sentenced to death for 
having killed five people, injured several 
others and damaged property with parcel 
bombs three months earlier. 

If the bombings did have a political 
motive, they were an ironic counterpoint 
to Mr Zhivkov's assurance in his anniver- 
sary speech that Bulgaria is “united and 
strong as never before". 
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Goodbye to the gain from 


grain 


The strength of the dollar and another 
disappointing Russian grain harvest will 
save the European community some 
700m ecus ($525m) this year. For the 
EEC, that is the good news. On Septem- 
ber 20th, a consortium of French grain 
traders applied to sell 5m tonnes of wheat 
to the Soviet Union, without the tradi- 
tional community subsidy. For the first 
time in 10 years, world wheat prices 
(when given in European currencies) 
have risen to within a shade of community 
levels. The community export subsidy for 
wheat, which was 50 ecus a tonne six 
months ago, has dropped to a mere 28 
ecus a tonne. French traders are assuming 
that the subsidy will disappear altogether 
in a few weeks. Even if there is no further 
narrowing of the gap between European 
and world prices, there will be large 
windfall gains for the EEC budget. 

The bad news is that unbudgeted costs 
in other surplus sectors—such as beef, 
dairy products and wine—have soared in 
recent weeks, swallowing up the saving 
on cereals. As a result, the estimated 1984 
budget shortfall for the common agricul- 
tural policy (CAP) is still 2 billion ecus, 
the level forecast last May. 

Despite a vigorous export effort in 
1984, stockpiles of the main community 
farm products are reaching record levels. 
This is partly a result of slack world 
demand, particularly in developing coun- 
tries. But the main culprit is a sharp 
increase in production this year—estimat- 
ed at 12% for sugarbeet, 19% for pota- 
toes, 22% for oilseeds, and 20% for 
wheat. 

The increase in wheat output is likely to 
reawaken dormant quarrels between the 
community and America. It is difficult to 
see how the EEC can dispose of its extra 
wheat surplus without breaching its un- 
written agreement with the Americans to 
keep its share of the world market at 
around 14%. Community officials argue 
that the 14% ceiling applies only to subsi- 
dised exports; unsubsidised shipments of 
wheat, they say, should not be included in 
the quota. The Americans may well 
disagree. 


BRUSSELS 


Problems also loom with the Ameri- 
cans over wine. Increased EEC exports to 
America have been one bright spot in à 
sector marked by expanding production 
and stagnant home consumption. Wine, 
mainly from Italy, is now the communi- 
ty's biggest single agricultural export to 
America, accounting for more than a fifth 
of the community's 3.7-billion ecu farm 
sales there in 1983. 

California's wine-growers are not hap- 
py. They have been urging congress to 
adopt a so-called wine equity bill that 
would cut back imports from the commu- 
nity. The bill was passed by the senate on 
September 20th, and is now before the 
house of representatives. Its enactment 
would probably draw tit-for-tat measures 
by the EEC against imports of soya and 
corn gluten animal feed from America. 


China and the EEC 


Bullish in the China 


shop 


BRUSSELS 


Hard on the heels of its agreement with 
Britain about the future of Hongkong, 
China has concluded a new trade agree- 
ment with the EEC. It was due to be 
initialled in Peking this week by Mr Willy 
Haferkamp, the community's external re- 
lations commissioner, and Mrs Chen Mu- 
hua, China's trade minister. The new 
text, which replaces an earlier agreement 
signed in 1978, is a statement of intent 
rather than a guarantee of specific trade 
deals. It confirms that the Chinese are 
prepared to open their market to Europe- 
an exports and investment. 

The value of community exports to 
China rose by 35% to 2.8 billion’ ecus 
($2.5 billion) in 1983 and the growth is 
continuing. But China is still only the 
community's 25th largest export market 
and its 35th most important supplier. 

During the talks before the agreement, 
the Chinese emphasised their intention to 
expand the new **economiczones" in which 


51 





Back to the open-door policy? 


capitalist enterprises are allowed freer rein 
than in the rest of China. Three have been 
established so far, buta total of 14 have now 
been designated. The Chinese want to 
encourage European investment in these 
zones by giving firm assurances both on the 
avoidance of double taxation and on the 
rights of foreign businesses to repatriate 
profits. The new agreement also opens the 
way to closer co-operation in a range of 
high-technology projects. Energy-saving, 
telecommunications, biotechnology and 
informatics are among the more promising 
sectors. 


Andorra 
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The Chinese hope that the agreement 
will lead to better access for their own 
exports to western Europe, and to an 
increase in the development aid—until 
now given on a tiny scale—which the 
European community is prepared to of- 
fer. This year $5m is being provided for 
assistance to agriculture and food pro- 
cessing, and another $2.5m has been 
earmarked to establish a management 
training centre in Peking. The EEC says it 
would like to do more, but is currently so 
short of money that it has not been able to 
make any firm promises. 





An unprincely no 


The citizens of Andorra, the largest of 
Europe's mini-states, fear for their liveli- 
hood once Spain joins the EEC. But 
President Francois Mitterrand of France, 
who by a quirk of history is co-prince of 
Andorra, has so far stopped them from 
presenting their case in Brussels. France 
claims to have the sole right to represent 
the external interests of the Pyrenean 
principality, though this claim is contest- 
ed by Mr Mitterrand’s co-prince, the 
Spanish bishop of Urgel, Monsignor Joan 
Marti i Alani. The bishops of Urgel have 
shared the sovereignty of Andorra with 
the kings of France and their successors 
since the sixteenth century. 

The Andorran local authority (called 
the govern in Catalan) believes, with 
good reason, that France and Spain have 
overlooked Andorran interests during 
Spain’s EEC entry negotiations. Al- 
though both countries want to preserve 
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Andorra’s semi-independence, they think 
that its duty-free business should be kept 
in check. Andorra plies 8m visitors a year 
with duty-free liquor, hi-fi equipment and 
food (often exported to Andorra with 
community subsidies). 

An idea gaining ground in Brussels is 
for quotas on goods allowed to enter 
Andorra for re-export, limiting this trade 
to roughly its current level. Too little, say 
the Andorrans. They also fear that, when 
Spain joins the community and starts 
applying lower EEC tariffs to its imports, 
Spanish shops will become cheaper. 
Spaniards make up two thirds of the 
visitors to the principality each year. 

French officials understand Andorra’s 
problem. But they want it kept out of the 
Spanish negotiations, which are difficult 
enough already. The Andorrans may 
have to wait until Spain has joined before 
they can press for a better deal. 


Pollution 


West Germany is in 


the lead on lead 


Damage to West German forests and 
lungs by poisonous car fumes, and pres- 
sure from the pro-environmental Greens, 
have prompted the West German govern- 
ment to require the use of lead-free petrol 
in cars well before other EEC countries. 
From 1989 all cars registered in West 
Germany will have to be fitted with 
catalytic converters, which require the 
use of unleaded petrol. This will reduce 
the amount of nitrogen oxide pollutant in 
exhaust fumes. Larger cars will have to 
conform by 1988. 

To speed up the voluntary use of con- 
verters, from the middle of next year the 
price of a litre of unleaded petrol will be 
reduced, and that of leaded petrol will be 
increased, by two pfennigs. Buyers of 
ordinary cars will have to pay more car 
tax, while cars with converters will escape 
car tax altogether for up to 10 years, 
depending on engine size. 

For the EEC as a whole the present 
proposed date for requiring converters in 
all cars is 1995. Not all West Germany’s 
partners welcome its hurry. The French 
prime minister, Mr Laurent Fabius, has 
criticised Germany for acting alone. Mr 
Fabius doubts whether exhaust fumes are a 
major damager of forests. The commission 
itself has two questions. Do West Germa- 
ny'stax incentives break EEC competition 
rules? And would it be legal for West 
Germany to ban imports of other member 
countries' cars because they failed to meet 
its new pollution code? 


Dade ما‎ 





Hold your breath until 1989 
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The air 
of achievement. 


The first deliveries of the Saab- 
Fairchild 340, a quiet, energy 
Saving, turboprop aircraft, 
Started in June 1984. The 
5200-۴21۳600 340 is the result 
TM of a joint venture between two 

⁄ experienced aircraft manufac- 

turers, Fairchild Industries in the 
USA, and Saab-Scania in Sweden. This aircraft was 
the first of the new generation regional airliners 
and corporate aircraft to enter commercial 
Service. 





Innovation born out of tradition 

For some the name Saab-Scania means speed, for 
others it means strength. For many it brings com- 
fort, economy and performance, allied to sound 
engineering and innovative design. Our combined 
experience in the development and manufacture 
of automotive and aerospace products adds up to 
almost a century's tradition of quality and a repu- 
tation for product innovation. 


High technology to meet human need 
Saab-Scania products grow out of a policy of 
concentration and specialization. Using advanced 
technology to meet the needs of exclusive market 
segments: heavy trucks, transit buses, up-market 
passenger cars and aircraft for regional traffic. 

To watch a superior solution take to the skies con- 
fers a very special feeling — the air of achievement. 


Leaders in specialized transport technology. 


Saab-Scania AB, S-58188 Linkóping, Sweden 





The Hotel International in Zurich 
is in a fortunate position: near 
the airport on the one hand, near 
the Lake of Zurich on the other. 
Besides which you have the Zurich fair- 
grounds and all kinds of shopping facilities 
practically at the door. But equally im- 
portant is what we make of this, both 
day and night. As a first-class hotel with 
more space for meetings than any other in 
Zurich, we offer you not only comfortable 
rooms, excellent cuisine, and pleasant 
service but everything needed for success- 
ful banquets, seminars, and congresses. 
Of course we also provide many other 
amenities that you’ll appreciate. We’ll be 
glad to surprise you with them on the spot. 


Hotel International, Am Marktplatz, 
CH-8050 Zurich. Telephone (01) 311 43 41. 
Other Swissdtels: The Drake Hotel 
New York, Hotel Président Geneva, Hotel 
Bellevue Palace Berne. 
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Lawson 


Mr Nigel Lawson too is steering attention 
` towards unemployment. That was the gist 
of what the chancellor of the exchequer 
seemed to be telling the International 
Monetary Fund meeting this week. His 
past inclination to worry about the ex- 
ge rate has not been much fun. It 
p: pushing interest rates up in the 
summer to defend sterling against the 
downward tug from the rising dollar. 
When the dollar resumed its climb this 
month, the government resigned itself to 
a lower pound. That will raise prices. At 
the petrol pump, they are going up 


It makes sense that the government 
should become increasingly concerned by 
unemployment. More than three years 
into the recovery, the number of jobless is 
still increasing, by a relentless 10,000- 
15,000 a month. And that is the statisti- 
cians’ “underlying” rate. In the real 
world, things are worse. Next week the 
September figures will show a large in- 
crease: school-leavers who spent a fruit- 
less summer job-hunting will now be able 
to draw benefit and thus officially to join 
the ranks of the unemployed. 





The number of full-time jobs in Britain 
has slumped since the late 1970s. But 
-time jobs for women are increasing. 
ritain has a higher proportion of part- 
timers than in most large industrial coun- 
tries (see page 75). Why? Best guess, as 
two articles in this week’s Employment 
Gazette make plain: part-time women 
workers in Britain are not just cheerful 
but cheap. 

They work mainly because they enjoy 
it, and because it gives them the compan- 
ionship of other adults. Money and job 
security are lower priorities. So they put 
up (more or less) with being erratically 
covered by job protection legislation and 
cut out of pension schemes (nine out of 
ten women part-timers), training (seven 
out of ten) and sick pay (one out of 
three). Only a quarter of women part- 





Jobs always mattered to 


All this is not what the treasury had led 
Mr Lawson to expect. It thought unem- 
ployment would decline in 1984, though 
not by much. What has gone wrong? 
Companies—tempted, no doubt, by high 
interest rates—have put their cash in the 
bank, instead of adding to their payrolls. 
But the “heart of the problem", he said in 
Washington this week, “has been the 
steady growth of real wages”. For two 
months running, Mr Tom King, the em- 
ployment secretary, has drawn attention 
to the fact that Britain's unit wage costs 
are rising, while those in West Germany 
are steady and in Japan and the United 
States they decline. See page 76 for the 
very low wage rises which American car 
and miners' unions have accepted. In 
Britain the underlying 12-month rate of 
increase in earnings has bobbed between 
74% and 8% since the beginning of last 
year, despite rising unemployment and 
falling inflation. 

Why does this happen? There is some 
clue in the annual Employment Outlook 
published on the same day as Mr Law- 
son's speech by the Organisation for 
Economic Co-operation and Develop- 







































Lucky man, he's got one | E 


ment in Paris. It'shows that those who 
have jobs tend to hang on to them for - 
longer in Britain than in other major 
countries, except for Japan and France. - 
Only one British worker in eight, the 
OECD found (looking at late 1970s data), 
had been with their current employer for 
less than 12 months. Most Britons who 
have jobs are insulated from the chilly 
winds in the job market outside. Thos 
who do not have jobs simply stay unem- 
ployed. By April this year, 40% of the 











Part-timers: the market at work 


timers belong to trade unions (compared 
with half of full-time women workers), 
and three quarters of those never go to 
union meetings. 

Employers think they are more pro- 
ductive than full-timers. They are also 
usually in the lowest-paid jobs. Anyway, 
they are cheap. There are 13m part-time 
workers in Britain, most of them married 
women, who neither pay (nor cost their 
employers) a penny in national insurance 
contributions. They pay no income tax, 
either. These are the women earning less 
than the national insurance threshold of 
£34 a week. That would not buy many 
hours of a miner's time, but it would pay 
for nearly 19 hours of a shop assistant on 
the minimum set by a national wages 
council. A survey of various service 
industry establishments found up to 7095 





of women part-timers earning less than 
£34. For employers, itis often cheaper to 
employ two married women part-time 
than one youngster full-time. 


Great Britain: employees in 
employment 


June, 1979= 100 
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part-time 4-1m 
full-time 49m 
Men 117m 










BRITAIN 


British unemployed had been out of work 
for more than a year. 

As Mr Lawson pointed out, some Brit- 
ons have been getting jobs. Over the year 
to last March, he said, the number of 
people in work in the United Kingdom 
had risen by about $m. What he did not 
say was that the increase was more than 
accounted for by the increase in part-time 


` jobs for women (see box on previous 


page), most of them what Mr Lawson 
euphemistically described as "no-tech" 
jobs, mainly in the service industries. 
Their numbers rose by 358,000, while 
full-time jobs elsewhere shrank. As they 
say at the department of employment, it 
has been not so much a Mickey Mouse 
recovery as a Minnie Mouse one. 

After his speech, Mr Lawson told a 
press conference that the creation of 
more low-paid jobs offered a way of 
bringing down the national average pay 
bill. That is where the new full-time jobs 
in America have come from. The govern- 
ment's task this autumn will be to turn the 
catch-phrase "structural rigidities in the 
labour market” into policies. One possi- 
bility under consideration is a change in 
the rules which say that everyone on 
supplementary benefit must lose benefit, 
pound for pound, as soon as they (or their 
spouse) earns more than £4 a week. 

This 100% marginal tax rate effectively 
prevents the long-term unemployed (men 
and their wives) from gaining the toe-hold 
on the job market offered by no-tech 
part-time jobs. 

Another change might be to reduce 
national insurance contributions paid by 
and on behalf of low-paid workers. The 
government needs to devote to the long- 
term unemployed some of the ingenuity it 
has lavished on training and work experi- 
ence for the young. 


Miners' strike 
How to lose friends 


The National Coal Board must have felt 
this week as though it was in one of those 
nerve-wracking movies where the trusty 
pals you lean on through your troubles 
turn out to be baddies too. The pit 
deputies’ union, Nacods, which has 
worked throughout the strike, was threat- 
ening to give Mr Arthur Scargill the 
support his natural allies are still finding 
hard to deliver. 

On September 26th, the coal board 
appeared to have squirmed its way out of 
the crisis it had blundered its way into. 
After several hours of talks, both sides 
emerged saying they would discuss their 
discussions amongst themselves. At stake 
are the 530,000 tonnes of coal a week 
(and rising) being produced by working 
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Vote fairly; vote not too often 


On September 26th, the government 
added a new weapon to its arsenal of 
trade union law. The provision of this 
year's Trade Union Act which deprives 
unions of their legal immunity if they go 
on strike without the support of a nation- 
al ballot came into force. 

Haven't we heard this somewhere be- 
fore? The government already has an 
array of laws designed to diminish the 
trade unions' special status. At the mo- 
ment, those laws are looking rusty and 
unused. The Coal Board is still sitting on 
the injunction it obtained in March 
against the Yorkshire area of the miners' 
union. The injunction meant that any 
continuation of secondary picketing 
could expose the union's funds to dam- 
ages under the 1980 and 1982 Employ- 
ment Acts. The secondary picketing has 
continued, but the board has not gone 
back to tell the court. 

The rules on strike ballots are in one 
sense the weakest part of the new Trade 
Union Act. The act's other provisions (on 
trade union elections and political funds) 
can, when they become law next year, be 
enforced by a court at the application of a 
trade-union member. But enforcement of 
the rules on strike ballots will depend 
entirely on whether companies sue when 
their commercial contracts suffer because 
of strikes. Few have done so during the 
current miners' strike. 

So why has the government enacted a 
law which may rarely be enforced? It 
could have gone instead for the “trigger 
ballots", where a given proportion of the 
union's membership could force a ballot. 
These were urged on it by the SDP- 
Liberal Alliance, and by some of its own 
backbenchers. 





You'll have to ballot now before you chuck this lot 


One reason for the government's coy- 
ness is that it is genuinely ambivalent 
about strike ballots. Workers do not 
always vote to work. For proof, see this 
week's ballot of Nacods. The pit depu- 
ties' union timed its meeting with the 
coal board to coincide with the end of its 
ballot on September 26th, and bran- 
dished at the coal board the threat that 
most of its members would vote to 
strike. Far better, in the government's 
eyes, that a union should be financially 
hammered for failing to hold a ballot 
than that it should hold one and, God 
forbid, win. 

Union leaders still do not quite know 
what to make of the new law. Most 
white-collar unions already hold ballots. 
But they may decide not to change their 
rules to fit in with its detailed require- 
ments, such as the curiously loaded ques- 
tion the ballot paper has to ask: do 
members want to take part in industrial 
action which would involve a breach of 
their employment contracts? (The Na- 
cods ballot—caught by the new law by 
one day—might not meet the new rules 
on wording). Most of the big manual 
unions, like the transport and general, 
seem unlikely to change their rules. They 
will still call workers out on strike with- 
out balloting them, and employers can 
then sue them for damages. 

The NUM, which got round its own 
ballot rule by organising a “rolling strike" 
which is technically not a national one, 
would have been liable for damages if its 
strike had begun today instead of in 
March. The new law applies to any 
unballoted industrial action “authorised 
or endorsed" by the union, and the NUM 
can hardly claim it has done neither. 
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pits, mainly in the Midlands. This level of 
production must continue if the govern- 
ment’s promise of no power cuts this 
winter is to be borne out. 

By law, men cannot go down a coal 
mine unless it is manned by pit deputies, 
usually one for each coal face, who check 
for gas and other hazards. Deputies have 
to go through three months of training to 
get a certificate. There are ex-deputies in 
coal board management, but they belong 
to the British Association of Colliery 
Management, a union which has been 
assured by the coal board that it will not 
have to do Nacods’ work. Besides, al- 
though there might be enough qualified 
management in areas like North Derby- 
shire, where only some pits are working, 
there would not be in Nottinghamshire, 
where over 90% of men are working 
normally. So much for contingency plans. 

The coal board can perhaps be forgiven 
bs tunnel vision. Nacods worked faith- 

y through the 1972 and 1974 coal 
strikes, and has been behaving so like the 
management's friend this year that, in 
August, some of its members staged a sit- 
in at a South Wales pit to protest against 
the hostility of the pickets outside. But 
the coal board missed the signs of change 
in the union. In April, 53% of Nacods 
members voted to join the strike: not 
enough to get the union out, but an 
astonishing result for a supposedly mod- 
erate union, since the only issue on the 
ballot paper was pit closures. 

In working areas like Nottinghamshire, 
there have been no problems during the 
strike; deputies have braved the same 
picket lines as working NUM members. 
But management practice in striking ar- 
eas has varied, and the NCB has failed to 
keep tabs on it. In most areas, Nacods has 
continued its various safety checks. But 
management in Yorkshire told some dep- 
Hes they were not needed. This was 
where the problems began; in early Au- 
gust, when the first NUM rebels started 
going into Yorkshire pits, the coal board 
asked for Nacods cover, did not get it, 
and stopped the pay of men who had 
grown accustomed to an easier-than-usu- 
al way of earning their basic £114 a week. 
The coal board was possibly right in 
thinking that the real reason for reluc- 
tance to cross picket lines was not always 
a genuine fear of intimidation. But it was 
wrong in failing to discuss the matter with 
the union at an early stage. 

On August 15th, at the union's request, 
the board and Nacods met. Curiously, 
both its general secretary, Mr Peter 
McNestry, and its president, Mr Ken 
Sampey, were on holiday. That is proba- 
bly why there was no immediate reaction 
to the news that in future the “reasonable 
efforts” to go though picket lines would 
involve participation in all sorts of coal 
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board ploys—including armoured bus- 
es—which had been causing no problems 
in the Midlands but had never been 
accepted on paper. 

This was where the labour relations 
mess started to spill. Coal board manag- 
ers have long been split over how toler- 
antly to treat Nacods' work practices, and 
the hawks among them took this chance 
to move fast. The day after the meeting, 
before the union had even had the state- 
ment photocopied, the board's telex lines 
were buzzing. It told area labour relations 
officers that it hoped Nacods would ac- 
cept its new interpretation of the picket 
guidelines. Then, in an excessive show of 
zeal, the news was passed on to pit 
managers in some areas who informed 
astonished deputies that they would lose 
pay if they did not cross picket lines. The 
union's leaders, returning from their holi- 
days to find sections of their membership 
up in arms, saw an unexpected chance of 
stardom, and took it. 


National Gallery 


Lance 
the carbuncle 


The environment secretary, Mr Patrick 
Jenkin, may be regarded as no particular 
friend of Britain's historic buildings, but 
he has at least dented his reputation for 


, philistinism by firmly rejecting the pro- 


posed new plans for an extension to the 
National Gallery in Trafalgar Square. 
The £18m extension, designed by a Lon- 
don firm of architects, Ahrends, Burton, 


The carbuncle (middle left) as it might be 
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Koralek, had been subjected to the sort 
of abuse that the British reserve for 
modern architecture and football manag- 
ers. Even Prince Charles described it as a 
“giant carbuncle". Mr Jenkin’s decision 
on another pet hate of the prince's, the 
proposed Mies van der Rohe office tower 
(“glass sump”) in the City, is now eager- 
ly awaited. : 

The gallery extension had been 


t 


con- 


ceived as a hybrid of office block and 


gallery space, thus enabling it to be built 
at no public cost. The architects were 
chosen by popular acclaim, and ultimate- 
ly by the then environment secretary, Mr 
Michael Heseltine, in an international 
competition two years ago. The site had 
been vacant since the last war. The prop- 
erty conglomerate behind the scheme, 
Trafalgar House, had been looking for- 
ward to the address of No 1 Trafalgar 
Square, not to mention the inspiration of 
working beneath 17 galleries filled with 
the pride of the National's Italian Renais- 
sance collection. 

The gallery staff and trustees, however, 
put up a fierce rear-guard action against 
the choice of ABK, and subsequently 
forced the architects to contort their origi- 
nal scheme into an unconvincing block 
with a scooped-out well in the centre and 
a curiously asymmetric tower as a “fea- 
ture". There were few cries of anguish 
when Mr Jenkin said no, and a general 
feeling that it served the gallery right. 

The problem is what to do next. Trafal- 
gar House is angered at the delay. But it 
will probably swallow its pride and try a 
new scheme rather than lose the extraor- 
dinary offer of such a prestige site for its 
headquarters on a 125-year lease. Follow- 
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r communication; the instant- . 
ansmission of photocopies over - 
nds of miles; information displayed 
it TV screen in colour - and much, 


In the not-too-distant future, all these 
services, and others, will be provided. — 
through a single, integrated, network. (It's 

the ‘Integrated Services Digital 
‘ork’ - ISDN for short. Its described in 
ox.) In effect, your telephone will _ 
computer terminal communi- 
ith a huge range of sophisticated. 


plenty of telephone subscribers in the | 


phone call - and plenty of people who just 
1 phone at all. These people may 
d of course, they're right. — 
3ecause not all telephone systems can 
E se easily and economically on the 
opportunities technology is presenting. 


orld who findit difficult to ma ke a simple: 


° Who's afraid of the ISDN? 


| Telephone networks all over the world are 
| considering the problems and opportunities 


i presented by the concept of the Integrated 


] Services Digital Network. | 


This network will handle services which 


| can be transmitted in digital form — which, 


these days, includes speech. 
. As. wellas speech, these services include 


_ | facsimile transmission; nationwide paging, 


mobile telephony, data transmission (direct 
| communication between, and access to, 
computers), credit card and banking 
functions, videotex, and many others, 
Such servives already exist, of course. 
| But often they use separate lines and 
| switching services, which increases their cost 
and complexity and makes widespread 
implementation: of the services difficult. 
AXE was designed with the ISDN in 
mind. It is structured for ISDN, and with 
Ericsson's new APZ 212 super-computer, it 
can handle the increased traffic. Any user of 
an AXE system with a digital group switch 
has the basis.of a successful ISDN already in 
position. 


AXE: today's dominant system 
Just as in the old days a telephone 
networks quality was defined by the quality 
of its operators, so, in a modern system, 
quality is defined by software. 

Software for telephony must have very 
special qualities. E 

|. It must be very fast, dealing with 
millions of instructions every few minutes, 
and it must be able to handle a broad range 
of complex functions, without becoming 
unwieldy and unstable.” ۱ ۱ 

One system has emerged with soft- 

ware which has demonstrated its ability to 
run a modern digital network on the very 
largest scale: the AXE exchange-control 
system from Ericsson. 

The structure of AXE software is a 
model of uniquely flexible power and 
elegance. It can provide service of the 
highest standard to a tiny fishing village - 
or it can control a key exchange in a vast 
international network. It can handle every 
demand a community can make of its 
telephone network today, and it can 
accommodate every foreseeable demand of 
the future. 


The good old days? 
Still, of course, AXE can't give you 
everything that an old-fashioned operator 


could. It can't lend a sympathetic ear if 
z: ymp i 


you're burgled, or ask if your sore throat is 


getting better. But then, AXE doesn't get 


bad-tempered, or forget what number it's 
supposed to be calling. And it doesn't 
report sick... 


_... And eventhe most willing and efficient 
perator would be pushed to match the way = ~ 


it of AXE can handle 800,000 


Î world. 


telephone calls an hour! (T. 
is twice as many calls as any 
even claims it can handle): 


Our futures will i 
cleverness of our 


possess the facts. - 


a 


and facts compreher 
and post the coupe 

. Well send you a. 
By hand. 


Today, over 80 telephone companies i 
55 countries have chosen AXE, and the 
numbers of telephone lines installed orc 

_ order for connection to AXE excl : 
passed the 10-million mark. | 


The. spectacular growth of world confidence 1 
in Ericsson's AXE system. ee 
41i million nés 


76 | 7T TK T) RGO 8b. 
*AXE World Survey June 1984. © 


| To: Telefonaktiebolaget LM Ericsson, 
| Public Telecommunications Division 


: $426 25, Stockholm, Sweden, - 


| Please tell me more about AXE, — | 


Name سس‎ 


Address 
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tain’ siete viai public was offered a 
0 endous forecast this week of the. 


erican aala. now w strength- 
by cruise missiles, plus a private 
nitis parasol, with Trident due to re- 
ace the ageing Polaris of four nuclear- 
‘armed submarines. The threat of mutual 
_ suicide has worked for 35 years. Can the 
= opposition parties offer anything better? 
°° Of the three, Labour has the most 
RE radical policy, but a more consistent one, 
-vat least, than previously. In a document 
published in August, it committed itself 
.to complete unilateral nuclear disarma- 
ment: British Trident, Polaris and tacti- 
cal weapons; American submarine 
bases, cruise missiles and nuclear-armed 
-- aircraft—away with the lot. But it would 
= keep up defence spending; that should 
mean a lot more money for the conven- 
tional forces, which need it. 
ıê disadvantages of this policy are 
largely. political. It would have grievous 
effects on political opinion in Washing- 
ton, raising large questions there over 
itain’s and the rest of Europe’s useful- 
ss as allies. Throwing the cruise mis- 
‘siles out of Britain would probably un- 
ravel the entire Nato deployment plan, 
. and thus undo the idea of negotiating 
with the Soviet Union to get it to scrap its 


















- Serapitnow - 


۱ present as ever ré elati ida n 1 ۱ 
candidate reselection and the perfor- 
mance of its leader. ۱ 

The biggest handicap to Mr Neil Kin- 

nock’s leadership for the past six months 





SS-20 missiles that threaten western Eu- 
rope: the Nato weapons would leave 
Europe without the Russians having to 
give up so much as a rifle bullet. | 

The Liberal party, defying its leader, 
Mr David Steel, thrashed its way to an 
unworkable policy at its assembly in 


. Bournemouth this month. Although the 


assembly's hodge-podge is unlikely ever 


to find its way into the party's manifesto, _ 


let alone into government policy, it fairly 


reflects the wish of many Britons to eat. 


their cake and have it. The main ele- 
ment, and the one Mr Steel went: 
fighting against, is that American crui 
missiles should be removed from Britain 
‘forthwith’. The Liberals also want to 
cancel Trident. But they reversed their 
previous policy of scrapping Polaris, and 
now want to hold on to the four British 
Polaris missile submarines as bargaining 
chips in nuclear arms talks—maybe a 
merger of the two now Russian-boycott- 
ed sets of negotiations, one. on long- 
range nuclear weapons and the other on 
medium-range ones. | 


Presumably, the Liberals would wish | 


Britain to join in such a merged negotia- 
tion, an idea which Mrs Thatcher's gov- 


ernment has so far steadfastly refused to 


consider. The Liberals remain commit- 
ted to “no first use" of nuclear weapons, 
but were overwhelmingly in favour of 
Nato, and not averse to the idea of 
increased spending on the conventional 
forces. 

There is no coherence in this. Kicking 
the American missiles out would have 
little point, unless American nuclear- 





LAB LIB SDP 
"TEES Freeze deployment. 
Kick them out Kick them out at present level. 


Keep for 
pargainng chip 


Keep for - 
‘bargaining chip 





- which would do even more harm to the ` I 
common fea ni If the idea i is to ae 








probably s رون‎ ded. tho 
his new, clean, l onenei i 









armed aircraft were kicked out as well, | 
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ina i ep only Brit- x 
nes. If de British . | 











by | Dr Davi 3 
should not o 





tr ۱ it wants to stop. any E 
further dep ient and see if this would _ 
lure the Russians back to the negotia- 


tions that they broke off last year. 


The SDP would also cancel Trident, { 
and keep on the Polaris submarines. It B 
also une to تس موه‎ conven- | 







zone in Cente : Europe it would like to 7 
agree with the Soviet Union for both- | 
sides to pull all nuclear weapons back | 
150 kilometres from the: inter-German . 
border, but would be happy to see only 


. Nato pull back in the almost certain 


event that the Russians refused. E: 
modas could | | 
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that there would be no police-bashing inva 
eg motion at Blackpool. In re- 
rn, Mr Kinnock would not publicly 
wattack picket violence and the Labour 
E would continue its craven support 
or the strike. 

Mr Kinnock has had an uncomfortable 
"year since succeeding Mr Michael Foot 
ses the 1983 election. His public dissat- 

faction rating has steadily risen in the 
opinion polls. He has brought Labour to 
pproximate equality with the Tories in 
ose polls, but at this stage of a parlia- 
ment an opposition should normally ex- 
ct to be in a strong lead. His one 
Electoral success has been to send the 
ial Democrat party chasing disaffect- 

red Tory votes rather than Labour ones. 
He has yet to establish a personal ascen- 
بصع‎ either in the house of commons or 









alad to see me back, Neil? 


in the country. In both, he is seen as a 
rather lightweight windbag. His verbosity 
under pressure, which hands Mrs Thatch- 
er every commons skirmish on a plate, 
infuriates his cohort of young advisers. 
Mr Kinnock's hopes of avoiding a left- 
right row over candidate reselection hang 
n the balance. He knows it is the single 
ssue most worrying to many Labour 
MPs. He has agreed to support what is 
cnown as the Evans amendment, by 
which local constituency parties may opt 
or one-party-member-one-vote in rese- 
ecting parliamentary candidates, instead 
of leaving the choice with their general 
'ommittees. Many general committees— 
hough nobody really knows how many— 
rave been taken over by the far left. A 
1umber of prominent MPs, such as Mr 
‘ohn Silkin and Mr Peter Shore, fear that 
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their general committees might throw 
them out as candidates for their seats. 

Mr Kinnock and the right have argued 
that the one-party-member-one-vote op- 
tion is unlikely to be widely adopted, so 
the left has little to worry about—but 
advancing it would be good for the party’s 
democratic image. A split vote on the 
national executive committee on 
Wednesday afternoon forced the issue to 
be held over to this Sunday. Though Mr 
Kinnock should win then, an uncertain 
line-up of union block votes at next 
week’s conference may yet prove an em- 
barrassment to him. The left is furious at 
any threat whatever to its growing constit- 
uency power base. Mr Tony Benn, who 
expects to get back into the shadow 
cabinet, will carry its banner. With candi- 
date reselection due to begin in Decem- 
ber, the threatened MPs say the issue 
must be resolved at once. That is why the 
classic Labour conference compromise of 
a one-year postponement would be a 
defeat for Mr Kinnock. 

The unexpected issue on which, for 
once, the conference should present a 
reasonably united face is defence, follow- 
ing the pro-Nato anti-nuclear pact be- 
tween left and right last winter. Past 
experience suggests the present silence 
may be short-lived. 


Conveyancing 
Clean competition 


When the house of commons debated Mr 
Austin Mitchell’s bill to break the solici- 
tors’ monopoly on the conveyancing of 
domestic property last winter, MPs on 
both sides of the house united on one 
matter. If solicitors were to lose their 
present grip on the transfer of the title to 
a house, there must be some way to test 
the competence of non-solicitors and to 
protect the consumer. Buying a house is 
the largest financial transaction that most 
people ever make. 

So the government, having accepted 
that the solicitors’ monopoly should go, 
asked a committee to look at competence 
and consumer protection. The result is 
the usual call for yet another quango. In 
its report this week, the committee, 
chaired by Professor Julian Farrand, has 
recommended the establishment of a stat- 
utory body to license conveyancers and to 
adminster written and oral tests of 
competence. 

Obvious cry: why not let the market 
decide? Professor Farrand and his col- 
leagues felt obliged to pay attention not 
just to the government’s free market 
predelictions, but also to those of the MPs 
who supported Mr Mitchell in a free vote. 
The MPs wanted formal controls; and 


formal controls, if the government ac- 
cepts the report, they will get. Besides, as 
Professor Farrand pointed out this week, 
the bare minimum was compulsory insur- 
ance of all conveyancers. That would 
mean that insurance companies, with no 
knowledge of the needs of consumers, or 
of professional standards, would in prac- 


tice have determined who could, and who f 


could not, enter the market. 


Whatever the new ground rules, it will 


become cheaper to buy somewhere to 
live. Professor Farrand reckons that to 
break the solicitors’ monopoly might 
bring the cost of conveying a house down 
by 25-30%. That is nice news for the 
rapidly growing ranks of home-owners. 
There may be better to come. In a later 
report, his committee is to examine 
whether, without running into sinister 
conflicts of interest, it will be possible to 
set up property shops, where conveyanc- 
ers form partnerships with mortgage bro- 
kers, surveyors, and estate agents. In 
Scotland, they can do so already. 


Local government finance 


They wuz robbed 


It is Monday morning. Mr Peter Owen, 
under secretary in charge of local govern- 
ment finance at the department of envi- 
ronment (DoE) is chairing a regular 
meeting of central and local government 
officers to discuss the workings (or not) of 
the rate support grant. Enter Mr John 
Ballard, private secretary to Mr Patrick 
Jenkin, the environment secretary. He 
hands Mr Owen a letter on house of 
commons notepaper. Some of the local 
authority representatives smile knowing- 
ly. Mr Owen turns pale. 

Well he might. The letter was from Dr 
John Cunningham, the Labour party's 
local government spokesman, and includ- 
ed a leaked memorandum from the pri- 
vate secretary of Sir George Young, a 
junior DoE minister, to Mr Owen. 

And yet, after an initial flurry of excite- 
ment, the leak (another indication, by- 
the-by, that moles trust members of par- 
liament more than newspapers) has 
received little attention. That is not be- 
cause it is unimportant, but because it is 
almost incomprehensible. It is about local 
government finance. 

The subject of the leak was GRE 
indicator E7, which covers notional HRA 
deficit. Got that? Never mind. The GRE 
stands for grant-related expenditure, a 
measure of what the DoE thinks a stan- 
dard local authority with certain charac- 
teristics should spend on services. It is 
made up of lots of indicators intended to 
measure something about each authori- 
ty's social make up. One of them—E7—is 
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have never been happy with E7, for two 











( Many authorities make a profit on 
۱ ouncil housing; they- او‎ bens. 









3 al S ; were pic at E7i in May, 
1 is b before enc told local au- 






[. عیسو‎ 3m, Lewisian £7m, aid 
ie Greater London Council £32m. It is 
not clear what period these figures refer 
0; but if it is 1984-85, then it is arguable 
that Mr Jenkin intends to “cap” the rates 
f Hackney and Lewisham for no good 
eason. 

: Nonsense, says Mr Jenkin. The work 
eferred to in this latest leak was looking 
o the future; it had nothing to do with the 
gures on which the rate-capped authori- 
es were chosen. Fiddlesticks, say the 
uthorities, who have been complaining 
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veto on examining it while Mr John 
stanley was housing minister from 1979 to 
983. The new study, they say, could have 
e.at any time in the past three 
the benefit of some authorities 
iow facing stringent controls. - 

To round off another bad week for Mr 
1 (does he ever have good ones?) 
he Audit Commission, the little lap-dog 
hat Mr Michael Heseltine bequeathed to 
e DoE to check local government effi- 
tency, has bitten the ankles of its new 
sters again. On Wednesday, its chief 
xecutive, Mr John Banham, shared a 
e with the councillors and officers of 
asildon, who had asked him to do a 
cial survey of their value for money. 
ugh Mr Banham thought that there 
S ni for savings 
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about E7 for years, but claim there was a 
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i Cheque cards | 
Harder to abuse 


From next month there will be more to 
Britain's cheque guarantee. cards than 
meets the eye. Twenty banks will start 
introducing a new cheque card, complete 
with a hologram symbol and other new 
deterrents to forgery or misuse. ۱ 
Cheque-card fraud is a big worry to 





British banks—one reason why they were 


so reluctant to allow for inflation and 
raise the limit guaranteed, originally £30, 
even to the modest £50 fixed in 1978 and 
still in force. Retailers can check dubious 
credit cards with the issuer by telephone. 
But the banks have made no provision for 
this with cheque cards. In 1983, they 
reckon they lost some £20m through 
cheque-card abuse, against £2m in 1977. 

It will take over a year to phase the 16m 
new cards in as current cards expire. The 
£50 limit is not expected to change, but 
the banks may allow two cheques per 
transaction, thus helping customers with- 
out increasing the value of a stolen 
cheque book to the thief. Barclays is 
staying outside the scheme, because it 
does not offer a separate cheque guaran- 
tee card: it uses its credit card, part of the 
Visa system, which is getting a new holo- 
grammed face of its own. 

The new cheque card is designed by the 
British firm Bradbury Wilkinson. But the 


hologram, the most striking of its many 


new-fangled features, is the work of the 
American Bank Note Company, which is 
responsible for the holograms being in- 
troduced on Visa and Mastercard (in 
Britain, Access) credit cards. The holo- 


gram is a small silver panel on which a 


rainbow-coloured picture shimmers, giv- 
ing the illusion of being three-dimension- 


al. On the new cheque card, it will show 
the individual bank's insignia, with the- 


words “bank card” in the background, 
and a £50 sign in the foreground. Holo- 
grams are recorded on photographic 


emulsion, using laser light. Making ones ' 


‘graphics, invisible to the unaided 
fluorescent printing which is ‘only visible 
under ultraviolet light. 


the. use of stolen cards, is practically 





was enthroned bishop of Durham, ‘thd 







Overkill? Card forgery, as d distinct from 






unknown in Britain. But it is rife in the 
United States. Visa’s losses there through 
forgery jumped from $750,000 in 1981 
over $1im in 1982—hence its new ho 
gram. But one feature on the new chequ 
card will bother the thief, the main auth 
of losses in Britain. There is a tami 
proof signature panel. Attempts to 
the perk ee leave a detectable | 































































fraud prevention, b but mus 
retailers. that it is wo 1 





financial b burden nof ی‎ n to retailers, - 
to make them more cautious. Not holo- 
graphically likely, say the retailers.: | 








M: a Mary E ty the Blessed | 
Maggie Herself | 







mering this Week for: saying, even as | 


Britain's striking miners ‘must not be " 


beaten" and le throu e out ot “tones : 


like those on the new cheque cards re- — se 


. quires (at present) a huge investment in 
high-tech equipment, which will dissuade ; 


many would-be counterfeiters. - 


The new card has other special fea- : 


tures. Fine-line -multi-colour printing 





storm spitads: beyond | 


miners or the individual 
he elderly academic theologian 
om York to be their bishop. 


unemployment are pushing the. 
land toward its own mod- | 


lemma that has shak- 
"atholic church in Latin 
h the powers that be or 


| Hn has m ceased to be the 


at prayer. It. angered the 


in 1982 by a service of 


nksgiving rather than triumph for vic- 


F tack beat o ie da an TT 


The gospel according to the New Right, 
by now the umpteenth chapter, beginning 
at the 94th verse. 


-94 The people that worked in the three- 


| day week have seen a great light. Yea, — 
| though I walk through the valley of the 
| winter of discontent, I will fear no 


| Scargill. ۱ 

_ 95 The voice of one crying in the wilder- 

. ness; the same hath become the head of 

| the corner. And the government shall be 
upon. her shoulders, and of the increase 

. of her government there shall be no end. 
96 Render unto Thatcher the things that 
are Thatcher’ s; and unto Thatcher the 
things that are God’s. 

. 97 But some there were, bishops, priests 
and deaconesses, that hearkened not, 
but went on preaching the same old 

. liberationist claptrap. 

98 Vide the sermon on the mount, 
passim. 

99 It had to be stopped. 

100 There were some men (and the 
inevitable Baroness Cox) sent from 
Thatcher. 

101 And they came unto the Society for 
Promoting Christian Knowledge saying: 
Lo, we have bodged together a book. 

102 Why don't you publish it? 

103 God moves in a mysterious way, and 
the SPCK did. 

104 Yea, and the book* was fruitful and 
multiplied seventhousandfold, even unto 
a second edition. And I read the words 
that were written in the book. And the 
book said: 

105 The creation of wealth is the most 
fundamental social service. 

106 Only wealth can overcome poverty, 
and nothing creates wealth like 
capitalism. 

107 And the prophet Harris of the High 
` Cross saw the welfare state that it was 
bad. 

108 It hath filled the hungry with good 
things, and the entrepreneur it hath sent 
empty away. 

. 109 Tax not that ye be not taxed, saith 
the prophet. Besides, it sappeth 
initiative. 

` 110 Praise God from whom all blessings 
flow, and leave us practical men to 

. .explain how. 

. MI For it is written: my house shall be 

called a house of prayer. But ye have 
made it a den of sociologists. 

112 And some there be among the peo- 
ples, saith the prophet Bauer, that be- 
lieve that differences in income are the 


| . results of injustice. 


113 And again they say that from them 
| that have it shall be redistributed by the 


| pus "These people do not argue, though 


- many simpler ones do, that the church 


should keep its nose out of politics, but 


` thatit should catch up with the real world 
۱ and understand that the gospel does not 


United Nations. 


117 And again I read 
the book said: 


119 The issuing of a m 
all evil. For of coo 
is no end, and. 


weariness of the f 


are e heavy laden, a a 

cards. For my se 

industry light. B. 

your blood whe 

121 To him tha 

But from him th: 

taken away even 

especially if it be | 

benefit. cu 

122 He is a skiver. | : 

123 And if any silly bishop: there b 
thinketh Jesus Christ meant what he sai 
about the poor, he is a false Sheppard. 
124 Incline neither your ear unto 
kins. For a bishop must be blameles 
(writeth our brother Paul to Titu 13 
ing fast the faithful word as he: hath be 
taught, no striker. 

125 Nay, I say unto you, blessed 
strong, for they have inherited th 

This is the law and the pi 

126 Thou shalt stream thy littl 

and thy schools, and suffer 
transgression of thy teachers. For tl 
bright shine in darkness, and the dark- 
ness comprehendeth it not. . TER 
127 How beautiful is the defeat. of the: 
that preach the study of peace 

128 The fear of the law i is the be 

of wisdom. . i 

129 Thou shalt sneer at th 
Commission for Racial Justice, a 
Helder Camara, let. alone | 

Bruce Kent, thou shalt sp 

under thy. feet. oe ee 

130 Preferably with. hobnaile i 

131 In sum, though 1 

tongues of men and of ange 

charity 1 am become as at id 

and a tinkling symbol, probably. o 
World Council ià Churches. ۱ ۱ 

132 Jesus wept. | 


.* The Kindness: dut Kills. Bate by | 


Anderson. SPCK. £3.95 


automatically—or- indeed at 
free-lunch socio-eco omics. M t 
ment looks set to run and run 
the church of England withi 
from the state. 
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si mplifiers. - Their | 
complexities and. 


get in the way of 
g what really mat- 


ley discard the wrong. 


their theories. will. not 

up to testing, nor to the 

of other theorists. By con- 
ntion, the elementary theory of 
ggregate demand initially ig- 
res international trade and as- 
ies (most of the time) that 


es are stable. Those issues are - 
flesh that will. be added later to- 


ê bones of demand theory. 
F re four bones to Teepu in 


invest-‏ من و 
added together, they are‏ 


equal | to total demand. Two are - 


the. money market, because 
. demand manifests itself through 
money. The demand for money 
comes in two forms: transactions 
and speculative, fancy terms 
which will be explained shortly. 
Government spending, another 

g component of demand, will 


factors. 


ficiently LL by Keynes. 
retanc more modern theories - 


the year. Theorists have agreed 


that income is a long-run notion, 


perhaps extending over a per- 
son's lifetime. Professor Milton 
Friedman coined the term “per- 


manent income"; people will not 
change spending patterns unless 
they think their income has 
changed in some lasting way. 

@ Investment is a trickier con- 
cept. Advanced theories show it 
is determined by several different 
In this brief, interest 
rates are deemed the critical in- 
fluence, If they rise, firms will be 
reluctant to hold as much stocks 


(inventories) as before, and may 


also decide to shelve some capital 
projects which no longer seem to 


| Figure f 


be brought into a later. brief; for - 


now, it is assumed to be constant. 
Using these four notions, econ- 
omists can throw light on familiar 
al-world questions: what effect 
lower interest rates have on 


What. happens. if gov- 


S cut taxes on ‘income? 


1 yi itself, theory provides no con- 
ive answers; but at least it 


ws them to be discussed ina 
ymmon language. 
Start with the goods market: 


d what determines consump- 


on and investment. 


Consumption is obviously af- 


ted by income; as a later brief 
show; it is also affected by. 
terest rates. ries the sim- 


e An old joke. has: three” ‘en 
maroor ag Fd a oe ایب‎ island, 1 


holiday. i is earning E 


other time of ۲ z 


Cashin hand 
So far total demand could hardly 
be simpler: it has two compo- 


justify the cost of financing them. 


Companies are always looking at 


the "opportunity cost" of what 
they are doing: the alternative to 
investing in new plant or extra 


stocks may be to put money into 
a bank, which becomes more at- 
“tractive when interest rates rise. 


jents, consumption and invest- 
“affected by two variables, 


e and i interest rates. Now 


The assumptions 


theory are a bit like that. Fi st. 
that the money supply i is fi 

the government; seco 
prices are stable. Given the ol 


ous difficulties that governments 
have in restraining the “money 7 


nd and avoiding inflation, 


shape. Its two 0 v 
den transactions. and. sf 


ced by income d in nter 
T تا‎ f ively. Those are 


these assumptions must be- eden 


moved in due course. For the 


moment, they provide a consis- 
. tency between the goods 1081 
"ket—where consumption and in- 


vestment are both treated as real 
values—and the money market, 


income and tere pales, 


The demand for money 5 m 
therefore a demand for real mon- in 


ey and it takes two forms: 


© Transactions demand. This is 
shorthand for how much money - 


people need to have available for 
spending. They receive income 


infrequently—say, in a monthly. 


pay cheque—but spend it pretty 
continuously. For convenience 


they need cash and a bank ac- 


count—the two main compo- 
nents in most measures of the 
money supply. This type of de- 


| Figure 2 


mand for money is obviouily ۳۹ ۱ 


۱ سس‎ up. 


initially fall. "oan. rates 


investment, 


fected by the absolute level of d ۱ 
income: the richer a country, the spenc 


more it spends. 


@ Speculative demand. As well i d i 
as needing money for ین‎ incre 


sets. "Economists. cave the Colle” 


quial term "investing", , which to rs: 


uli Dank dep e than jn demam 


ha 


money arises ^ cau 
shift between. money 


er interest. rates - f 
. return on. holding bo 


80. income rises. 


them means adding to the stock tually reaches 


















worth doing. - 
year after 


year. after Maynard 
s published his General 


tens out; and (b) at very high 
interest rates, people will try to 
cut their speculative holdings of 
money to à minim 
demand curve becomes nearly 
vertical. The transactions de- 
mand for money, in the bottom- 






right quadrant, is deemed simply 
a constant share of income—so it 


can rises as income rises. 






t quadrant shows I as a 
1 of interest rates (R), . 
„The. bottom-right quadrant 
ives the consumption function, 
hough it does so indirectly. via 
ings. As income (Y) rises, so. 
Mo savings, but by less than the 
increase in Y: this leaves room 
wor consumption to rise as Y 
Woes: ۱ 

< These three quadrants can now 
we used to help fill the fourth. 















5° line, then across to S;, 

en into the bottom-right quad- 
ant (the consumption function), 
p to Y, and so into the top- 
quadrant. When that line 
the interest rate R,, it has. 
blished a point at which the 
arket is in equilibrium at 
articular combination of 
ame procedure can be 
another point on 
nt L is compati- 
er interest rate Ra, 
| a new point in 





























hen u 














arket equilibrium at dif- 
combinations of interest 
es and income. =  — 
igure 2 deals with the money 
‘et. This time start in the top- 
- quadrant. It shows that the- 



















Now run down to ` 





The bottom-left quadrant 
brings the two components to- 
gether, but in a different way 
from the corresponding part of 
the IS figure. In the goods mar- 
ket, equilibrium requires that 


planned savings equals planned 
investment—represented by a 45° 


line drawn from the origin. But in 


the money market, equilibrium 
requires that the speculative and 


transactions demands for real 


money add up to the total real 


money supply. That is shown by a 
45° line drawn from axis to axis. _ 
. This line shows, eg, that if the 


transactions demand for money is 


Zero, the speculative demand 
must account for the entire mon- 
ey supply (point A). Likewise, if 
the speculative demand is Zero, 
the transactions demand by itself 
must equal the money supply 





Figure 3 





(point B). Travelling along the 


line, geometry guarantees that all 
combinations of the two elements 
must add up to the same total. If 
the real money supply increases, 
either because the nominal mon- 


` ey supply goes up and prices stay 


the same, or because prices go 


down and the nominal money 


supply stays the same, the 45? line 


. shifts out farther from the origin. 


Again, these three quadrants 
are the means to filling in the 


; fourth, which combines interest 
Tates and income. Start at DM,,, 
with an interest rate of R,; run 


down to the demand-for-money 
line, then across to DM,; then up 
to Y; and on up to the level of R,. 

Do the same from a different 
starting point, DM, and R, and - 


that produces a second point in 





me quac 
points can be joined 
the LM line, which 


terest rates at which the market 
for money is in equilibrium. 


Now the whole model can be « 


manipulated simultaneously. 
Looking at figure 3, suppose 

the LM curve shifts to the right 

because the real money supply 


-has increased. Why does this shift 


the LM curve? Because interest _ 


rates fall when the real money 


money at any given level of in- 
come, The same point can be 


understood from the opposite di- 


rection: for any particular inter- 
est rate, people will need higher 
real incomes if they are to in- 
crease their holdings of money. - 
.. For a fuller demonstration of 
how the LM curve will shift, use 
figure 2 to work out what hap- 
-pens when the 45° line in the 
bottom-left quadrant shifts out to 
the left, signifying an increase in 
the real money supply. When the 
LM curve shifts to the right, from 
LM, to LM), figure 3 shows that 
interest rates will fall from R, to 
R; and total income will rise from 


-Yı to Y;. 


The same procedure can be 
followed for a shift in the IS 
curve. A shift to the right means 
that, at any given interest rate, 
demand for investment and con- 
sumption has increased—eg, be- 
cause firms are more optimistic 
about profits so want to invest 
more. With an unchanged LM 
curve but a higher IS curve, inter- 
est rates would rise but so too 
would total income. 

These conclusions about in- 
come and interest rates hold good 
only if the IS and LM curves have 
the slopes that figure 3 has given 
them. If either was vertical, dif- 
ferent conclusions would apply. 
With a vertical LM curve, it 
would be pointless for govern- 
ments to try to boost demand. by 
cutting taxes; they would succeed 
only in raising interest rates. Sim- 
larly, if the IS curve was vertical, 
any increase in the real money 


‘supply would lower interest rates 


but not affect total demand. 

Later briefs will develop these 
ideas. For now, concentrate on 
one aspect of the IS-LM model— 
the assumption that prices are 
stable. This assumption can now. 
be relaxed; it is still premature to 
replace it with the realities of 


inflation, but a once-off change in 

prices is an instructive way to 
‘start moving in that direction. 

<- This brief has already shown. 
that total demand increases when ` 


the real money supply expands. 
That is the same as saying that 


combinations of income and in- 


economy. 


curve shifts to the right 


able to supply all the goods 


and see what determines. 






























supply increases, as the way of with. 
persuading people to hold more whole 
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1 Po RENE an 








. The key point to grasp 
the basic slope of th 

curve is downwards from 
right. When prices fall, 























est rates fall. Lower i at 
boost investment and consum 
tion, so real demand rises... 
where. This whole brief has 
sumed that it goes into the e: 
hands of businesses which 











services demanded for inv 
ment and consumption. The. 
brief will drop this assumpt 


simpler. 
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p oyment in America could. 
rop a bit further next year. 


market-monitoring 
Said the cartel should not 
raise its 17.5m barrel a day | 


on ceiling this year, although — 


it predicts demand will rise to well 
.| above that. A nod to Opec's 
2 Atare? 


SES Argentina i is to get a $1.4 billion | 
.| Standby loan from the IMF if banks 
_ put up extra cash. Venezuela's - 
- creditor banks agreed to reschedule 
`. $20.8 billion-worth of loans due to 
be repaid by the end of 1988. 


. | Switzerland rejected an American 
. request for the extradition of Marc | 

| Rich, the commodity trader, for 7 

ep alleged non-payment of taxes. 


dq In quick succession, International 


-| Business Machines said it was to 


: wa Rolm, a duce now s are oris 


_ | agreement on Hongkong' S future 
urat 


. Méditerranée raised $51m by a public 


Akers would succeed John Opel as 

chief executive, electrice 
: by Sweden El Electrolux 

Britain and China signed an x 

| Malaysia: E SOROR general c 


its new ۱ Super € i 
France's lobos group Club E it pna biis b 
offer of its shares in New York. Itplansto 
spend about $25m expanding in the 
West Indies and the Far East. 


The Swedish forestry group Stora 


-Kopparberg is to pay SKr3.6 billion 


($418m) for a 56% stake in Billerud, 


| a competitor. Together, the two 
| companies will form Europe's 
biggest pulp and paper producer. 


Colin Martin was replaced as 


.| Hongkong's commissioner of 


banking and deposit taking 


companies. His successor will be 


Robert Fell, securities commissioner, 
whose job goes to Ray Astin, the 
colony's solicitor general. 


_| Foreign bank creditors of Zanussi 
| agreed to restructure $55m of debt, 


Cutting out losses from its. Odhams printing pant ited 
group's overall profit margins, — 


Australia's biggest conglomerate benefited Ton Toroa 
duction in the Bass Strait. 


A cheaper pound gave the British oil group, fe floated in Ju 
shot in the arm. Mere 


An increased share. of Europes car Sales | boosted the 
a و‎ biggest industrial group: | | 


A jump in profits during “the first sik tony ee 
foreign exchange ENE: Jater by ee pone m" 
company. ۱ ۱ Mar 


Losses in America ct eked the 52 group’ 8 progress. 


France's state-owned chemical group wu s “boost ; 
51% of sales: s E 


m The company 5 Hongkong coed Cathay Par fie: i 
cut back d EE 


rales. "Based on local currency figures TPS Tarp‏ موه وج 


















the directors announce that 
the unaudited net profit on 





to RTZ sha reholders for the 
first six months of 1984 was £100.1 
million (32.3: 3p m ordinar y d 










ion is. Po per سل دنو‎ 
he second half of 1983. 






















table profit and 1,42p in 
T jer Share over the first half 
"E of 198: was due toa substantial 
j| improvement in the results of wholly 
` owned subsidiaries partly offset by 
a slightly lower contribution from 
the partly owned subsidiaries. 
Earnings per share have grown 
correspondingly less as a result of 
thei increase in share capital from 
last year's rights i issue. 
ntinuing economic recovery 
fited those Group 
tions that are not dependent on 
metal and eral prices. Despite 
some increase in demand for 
i internationally traded. metals and 


* 


gg Ue Grow 8 mining 












, y depressed | prices. 
| ar been de x boe: of 
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REVIEW OF RESULTS FOR 
THE FIRST HALF OF 1984 


em emanare‏ ہا تہ تیت یتو یکو ی فی ی 


The recovery in western 
economies began to broaden from its 
Gris related origins but in 
is has not. led to higher 
mineral prices. 














Copper remained weak. Preci 


ordinary activities attri butable 


metal prices have fallen back from 
the levels prevailing a vear ago. 1 
US dollar has continued its rise 
against most major currencies and. 
this has helped to compensate local 





|, currency realisations from some of 


the weaker priced metals. 


Overall production. andsales 


volumes for the Group's copper, lead 
and zinc interests were little | 
changed. ۱ 

Aluminium sales and e 
increased significantly, reflecting 
new capacity. brought i in by Comalco 
in Australia. 

CRA contributed £17 5 mule 
to RTZ's net attributable earnings 
compared w :23.5 million. This 
contribution is stated after 
adjustment to CRA's reported 
results to conform to UK 
accounting practice, The main 
factors behind the reduction were 
lower profits from Bougainville and 
Hamersley, losses in the coal 
operations and higher expenditure 
on exploration and new technology 
studies. These were offset by 
improved results from € omalco and 





from AM &S. 


RTZ Borax produced another 


very strong performance increasing | 


net profit for the half year to £39.7 
million from £26.7 million. | 
substantially higher volumes of 
Borax products and favourable 
translation into sterling together 
with a much improved performance 
by the chemical companies 
accounted for this excellent result. 

RTZ Industries also performed | 
well to raise its contribution to | 
RTZ's net earnings to £24.8 million 
against £17.0 million. Earnings from 
sales to the UK housing market 
were higher and Indal in North 
America also increased its earnings. 

RTZ Metals experienced a fall in 
net earnings from £13.1 million to 
£9.0 million mainly as a result of | 
losses by Rio Tinto Minera. 

Earnings from RTZ Cement fell 
from £8.0 million to £7.3 million 
despite a small increase in sales. 








Summary 
(£ millions) 


Turnover 





Profit before tax 
Profit after tax 


Profit attributable to 
outside shareholders 


Net profit attributable to 
RTZ shareholders 


Earnings per ordinary share 





Dividend per 25p ordinary 
share 


RIZ 8 earnings in the period w 
6.4 million th 
head grades at Lornex part 


۱ contribution of £4.4 million jm 


`. important of these. T 







First half - 





2,695.2 


Note: The results shown for the year 1 383 have been extrácted from th the Bi 
of art historical cost basis which received an: eu fie’ auditors" repo ran ha 
E one Registrar of Companies. 
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o Algom s contribution to. 








million. Üraniumearnings impro 
Steel operations also mainta 
their recovery, reporting profits 1 
compared with a loss i in the first alf 2 
of 1983. Lower copper prices : no 2E 
by an initial contribution from - 
Bullmoose resulted in a smal 088 
from this operation. 
Palabora’s contribution to 
Group net earnings was £4. T: 
million, similar to last year’s 











































b gian Gas, wit 








orti 2 
the ی‎ LA effect ofthe U 
dollar on revenues, inc | 
earnings despite higher expl oration . 
spending. . 

Operations at Réssing - 
continued satisfactorily, but the 
contribution attributable to RTZ | 
was significantly reduced due to the. 
ru of deliverts | ons the seco! Ji 
















The outlook: for the Grows Sc 
mining operations depends to a 

great extent. ön metal prices andit i6. a 
lesser extent on exchange rates.  . 
Some of the principal factors which 


have held back metal prices remain; 


High interest rates, relatively weak | 
demand in some less developed ۱ 
countries and continuing 
overcapacity are perhaps: 








industrial and chei Ar 
have performed well : nd are 
expected to continue to do SO. 


Printed copies of the full report: 

are available on request from the 
Secretary: 6 St, Jumes's Square, 
London SW1Y 4LD. | 
19 September 1984 $ 





| First half 
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[he IMF toasts the world's 


‘ecovery 


iconomic growth does wonders for inter- 
ational relations. It soothed this week’s 
nnual meetings of the International 
fonetary Fund and the World Bank, 
shen the finance ministers and central 
ankers from 148 countries moved into 

e hothouse of the Sheraton Park hotel 
p Washington With bankers, scribblers 

d assorted hangers-on, the crowd came 
o 12,000 people. They spent plenty of 
noney, cheered a slight fall in American 
nterest rates, and argued less than they 
۱۵۸۷6 done for years. Mr Jacques de 
.arosiére, the IMF's managing director, 
hared the joy. The industrial world, he 
aid, was experiencing its best year of 
'conomic growth in eight years. 

This bonhomie was helped by nifty 
itage management. Commercial bankers 
ind the IMF were keen to get negotia- 
ions with the big Latin American debtors 
yut of the way before the annual meetings 
zegan. They succeeded with the two 
diggest, Mexico and Brazil. Venezuela 
ind its bankers sealed a rescheduling 
package during the week. Only Argenti- 
na provided jitters, until its government 
eventually submitted a programme of 
policy measures to the IMF board. 

Goodwill also came from the United 
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States, which made concessions to the 
third world. The first came on how much 
countries can borrow from the IMF. 
America wanted a sharp cut in the limits 
agreed to last year. The limits are ex- 
pressed in terms of each country's "quo- 
ta"—the amount it subscribes to the IMF. 
The cumulative maximum for a country 
was 408% of quota, or 500% for those 
deemed to have special needs. The Amer- 
ican treasury secretary, Mr Donald Re- 
gan, wanted that special ceiling lowered 
to 32596; in the end he agreed to 450%. 

Most countries are nowhere near this 
limit, and never will be. Brazil is one that 
might need the headroom. When its cur- 
rent programme expires in February, 
1986, it will have drawn 308% of its 
quota. If it then needs to borrow more, 
the new limits (which will be reviewed 
next year) will still allow it to do so. 

The industrial countries also cocked an 
eartothe third world'scall fora conference 
on debt and international monetary re- 
form. There will be no new Bretton Woods 
(the conference that set up the IMF and 
World Bank) nor any special meeting to 
deal just with debt. But Mr Regan pro- 
posed that the April meeting of the IMF 
and the World Bank should also discuss a 


and Tom Clausen worries about Africa 


range of issues affecting the poor coun- 
tries—trade, interest rates, the role of the 
fund andthe bank. Africa's needis greatest 
(see box on page 72). Sceptics may feel that 
these are normal fare. The Americans and 
others insist that the meeting will be “an 
enhanced dialogue"—to use President 
Reagan's phrase. 

Talk like that would count for nothing 
if the world economy were still in reces- 
sion. Instead, the IMF offered new fore- 
casts showing that the volume of world 
trade should expand by 8.5% this year; in . 
April it had been predicting only 5.5%, 
The improvement comes from the indus- 
trial countries, whose real gross national 
products are now expected to grow by an 
average of 5% this year, against the 3.6% 
of the fund's April forecast. The IMF has 
raised its estimates of this year's growth in ` 
16 of the 19 countries it classifies as 
"industrial". The biggest revision is for 


Autumn cheer 
IMF forecasts for 1984 made in: 
April September 
(96 change on 1983, volume) 
World trad 5.5 8.5 
Exports of: 
industrial countries 4.5 8.6 
developing countries 7.5 8.3 
Imports of: 
industrial countries 6.5 11.9 
developing countries 4.5 4.0 
Current accounts” ($ billion) 
Industrial countries —225 -—31. 
Developing countries -58.0  —530 
(Latin America) (-18.5) (-17.1) 


* Totals do not sum to zero, because of "errors, omissions 
and asymmetrics ۰ Source: IMF 





An d 












AR Api to 3. 37% now. 1 
bullish about the volume of 
| (see table. on previous 
is revision is vu Mi مق‎ 


yp سود‎ countries are s increasing their 
ports less ird han it first thought, 
ve : resu vung. in ns a small 





If the figures are eig it is gk to see 
what else they can reflect. Protectionism 
remains the biggest threat to world recov- 
ery, intoned every speaker in Washington 
this week; A : pity uid i ind 





mies recover, Africa's are receding fur- 
ther. The continent's need is now so 
great, says the World Bank in its third 
report on the tegion in three years, that 
untries should add $2 billion to 
5 billion in aid they have promised 
` to give to African nations beginning next 
. year. They should also agree to resched- 
ule half of the $3 billion due to be repaid 
can governments. But aid-donors 
should attach strings: Africa's decline 
will reverse only when its governments 
.stop mortgaging their economies to try 
` to buy political popularity. 
The average per capita: income of 
Africans last year was 4% below the 
eh in ; 1970. About one quarter of sub- 
iha ica's 360m or so people are 
nderfes . Alleviating. the misery, the 
Vorld. Bank reck ons, is a a first 



















“The import boom - 


: "Even as the rest of the world's econo- 





America's massive trade deficit has 
proved a mixed blessing for the rest of the: 


world. Mr Donald Regan, the American - aM 


treasury secretary, spent the past week 
trying to show off its good points to 
e finance 1 ministers in Washing- 


American | pie 
United States" W Germany 4-9 
imports, 1983. Britain 4-8 
Totalfob:$258bn — ی‎ 


italy 2-4 
Other Europe — 
































_ Far East 
16:7 


Latin America 16-2 - 
Source: OECD 


ton for the IMF's annual meeting. The 
economic recovery in the United States, 
he says, has pulled the rest of the world 
out of recession. True, admit the Europe- 
ans, but the deficit also helps sustain high 
American interest rates which lure away 
the capital Europeans need to finance 


Dark da ۱ S for the dark continent 


schemes, inadequate transport net- 
works, ever-expanding (and ever-unpro- 
ductive) government payrolls, overval- 
ued currencies, wasteful subsidies to 
benefit urban residents, lavish capital 
investment in ego-inflating government 
construction projects while medicines 
run short in hospitals and pencils in 
schools. Drought and declines in com- 
modity prices have on occasion made 
matters worse, but with these sorts of 
internal government policies matters 
were always going to be terrible anyway. 
Africa’s leaders (often forceful, too 
seldom economically astute) and finance 
ministers (often economically learned, 
too often weak) have much to answer 
for. So do western governments, which 
have tended to put money into Africa 


without paying much attention to how it 


is spent. 


| m ent Tor expe ect ‘America’ 5 im 





24 - the recent growth in their exports 























m $258 "billion i in lion n to 3l 





a stop month record of $14.1 bil i 
Exporters from many countries bent 
ut especially those from Canada and 
yan Canada upp ied 20. 2% ang E 

















































its total eit Ames and Japa ۱ 
America were 2976. of its total see che 
on page 80). America provided mos 


ports increased by $9 billion, $61 
which was in sales to America; C 
total بو‎ end would have fallen 












This phen has ha differing ef 
the two countries’ economic. recoveries 
The dollar-value of exports feeds througl i 
to economic growth in a complicated way, 
via changes in both the exchange rate and 
domestic prices. The increase of 64% 
(from $138 billion to $147 billion) in the 
dollar value of J: dad $ total exports: trans- 









































need more foreign exchange’ to service 
its debt—less publicised. than Latin | 
America's, but in some ways more serf | 
ous. Of the 31 reschedulings of official | 
debt in the past four years, 23 have 1 
involved African governments (some 
more than once). The World Bank reck- 

ons that the debt-servicing bill for Afri- 

can countries which are not oil exporters g 
will average almost 35% of their export | 
earnings in 1985-87, ین‎ with 13% DER 
in 1982. ۱ EORUM OS 
The World. Bank ‘is-especi 






ment. It predicts. tha 1e popul 
the sub-Saharan region will double by ^: 
the turn of the century and more than ۰ 
triple by. 2020. Even running at full. 

d can - will. be hard iu 











Rich nations are still arguing over throug 
whether they should meet a call from Mr . whe 
Tom Clausen, president of the World ۰ 


Bank, for increased aid to Africa. The 
United States says it is already planning 


to increase its aid by $500m. This has yet ۰ ۰ 8 
p to be passed by Congress and would, by that 
> پم‎ kia spread over five years. 8 
2 One way or another Africa is going to throug 
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PEOPLE ARE TO IRELAND 
AS CHAMPAGNE IS TO FRANCE 





E ی‎ Educated, t talented, 
lexible, innovative. 

Ireland. 
\ member of the European Common Market. Noted for its favorable 
jovemment attitudes towards business. The most profitable industrial 
ocation in Europe for U.S. manufacturers. 
'eland. Home of the Irish. The young Europeans. 


IDA Ireland & 


NDUSTRIAL DEVELOPMENT AUTHORITY 


fhe Irish government's industrial development agency has offices in DUBLIN (Head Office), 
el: (01) 686633, LONDON (01) 699 5941, TOKYO (03) 969 7691, HONG KONG (5) 939637, 
SYDNEY (09) 933 5999. Offices also in Cologne, Stuttgart, Hamburg, Munich, Paris, Amsterdam 
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IS just cannot seem do get 
X. Mrs Shirley's inexpensive, 
ed workers. From its part-time 
programming, analysis and 
management services for the 
reasury, Exxon, Unilever, Avis, 
ers, F, International expects 
to pull in £7m in sales this year, up from 
E £5. om ($8.2m) last year (pre-tax profit: 

zB. £324 ,000) and £2.4m in 1979. 
_ . Manpower, an American temporary- 
f help firm, also has plenty of work. It 
|. offers 600. ,000 temporary workers, who 
will do anything from cleaning offices to 
- processing data. It boosted its sales 28% 
last year to $1 billion, its operating profit 

-3296 to $34.5m. 
Firms offering temporary workers are 
-~+ doing well everywhere. An OECD re- 
-port has called the rapid expansion of 
. part-time employment one of the most 
-] significant structural shifts in the devel- 
Ue oped world's labour market. 

— 77. The share of part-time employees in 
} total employment increased between 
f. 1973 and 1981 in nearly all the 24 coun- 
PS tries that belong to the OECD. In that 
riod, the E dog share ge in 
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e ting more flexible workforces b 
| ' ind part-time workers. | 
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this can other things, 


from 7.7% to 10.2%, in Britain from dr 
1539616 15.4% (see page 57),. and jn. 0 
" Japan from 7.995 to 10%. In all coun _ 
"tries, the majority of part-timers are 
`. women, most of them married. i 





One reason for the shift to temporary 


. labour is the growth in services, which 


offer the. most work for part-timers. 


Part-timers cut costs, especially in com- - 


panies where demand fluctuates widely, 
such as supermarkets, 
restaurants. 

The reduction in labour costs is an 
important reason cited by the OECD for 
the growth in flexible working. Even 
firms that pay part-timers at premium 


rates find it is cheaper than employing 


full-timers whose pension and health 
costs are met in part by the employer. 
The OECD notes that non-wage labour 
costs have risen substantially everywhere 
since 1965. 

Research by the Institute of Manpow- 


| er Studies at Sussex University suggests 


that companies are looking for a mix of 


` three kinds of flexibility: functional, so 


that they can redeploy people quickly; 


numerical, so they can vary the number 


of people they employ to cope with 
short-term changes in demand; and fi- 
nancial flexibility, to take on and lay off 
labour as cheaply as possible (see dia- 
gram). But the emphasis varies from 
company to company: 

۵ Rank-Xerox is pleased when execu- 
tives want to leave it to form their own 
companies, and then sell their services 
back to Rank-Xerox and others. It has 
48 so-called networkers working from 
home, including two former directors of 
the company. Most are specialists such 
25 pension managers and tax lawyers. 
Rank-Xerox wants to increase the num- 


is can produce both 


۱ ‘post: 330, 0002 a year to ru 
T West si Germanys $ Sie 


"group to 10% by 1 1990 
banks, and 


۵ Federal Express, the American 
ery company, can adjust its work 


its workforce is part-time. T 


In the flexible company, y, employéies à are split. Job security is. hi 
in the centre where the core full-timers are employed, low or 
first periphery, lower on the second periphery and no 
outside. The periphery expands and contracts with dema 
@ Core. Career prospects are here for managers, 
technicians. In return for greater job security, th 
expects employees to be flexible: to switch from o 
another within a division, or to move from one plant to anc 
Core skills are not easily purchased from outside. A 
@ First periphery. Full-time jobs are here, but not. careers, fa 
clerks, supervisors, assemblers and so on. High labour t irnove: 
helps to reduce or boost numbers when necessary. 
@ Second periphery. Part-timers are here along with moonlight 
ers to supplement the above. 
@ Externals. Jargon for workers from outside agencies—clean- 
ers, temporary office workers, the self-employed, etc. ۱ 
Mr John Atkinson of the Institute of Manpower Studies ad 
firms to try to prevent some employees’ pay, security and care 
opportunities being secured at the expense of others. This spoils - 
morale and, then, sales and profits. 


























© Britain's Marks & Sy 
group, does not 
and administers as little as 
even subcontracts its en 
bureau. There are at least two 
nies in Britain offering. to provid 
complete personnel department. 











































ule from 20 to 32 hours as eel 
changes i in demand because one th 





full-timers, it varies its relia 
contractors. 
Despite - the cost-cuttin, 
companies must be caref 
labour. Trade unions and 
fear that—especially when | 
bad—companies may treat their part- 
time workers as sécond-class citizens 
Although part-timers inevitably have 
less job security than those in the shrin 
ing core of a firm hooked on full-employ- 
ment, the best companies are now wor 
ing out ways to treat their part-tims TS as 
fairly as their full-time staff. | 
Some firms integrate 
subcontractors int 



















More will qiie to o 0 “$0 i:‏ ی 
flexible workers become a normal part 0‏ 
every f firm’ $ workforce. |‏ 








































































changes in real gdp* 






es into an 896 increase in export 
lumes—allowing for both the facts that 
e rising dollar increases the local-cur- 
















prices of Japanese exports are changing. 
That change in export volumes, in turn, 
added almost 1% to Japan's total eco- 
nomic growth in 1983. ۱ 

_ Not surprisingly, exports to the United 
States gave a bigger boost to Canada's 
growth. Canadian export volumes rose by 
9%, and American imports added 1.6% 
to Canada's economic growth in 1983, 
more than half of the actual growth rate 
of 3%. ^ 














984, the rapid deterioration in 
n s trade balance will accelerate 
jese trends, say forecasters at the 
ECD. Higher American imports from 
may raise Japan's rate of economic 
growth by 2 percentage points, to 4.796; 
anada's extra exports may be worth 
.3% of gdp, more than two thirds of 
anada's projected. total growth rate of 
o. The limited information so far 
vailable on the direction of trade in 1984 
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ncy value of trade, and that the yen 


Rising exports made a positive contri 
n to growth in 1983 in Britain (0.2% - 


















Exports (inci servie 
Domestic demand. 










£y gl 


thf 


` Canada 
150. 


United States 








Contributions to - 
changes inrealgdp* . 


rasna 
وه و‎ n اه‎ 


PIRE 
£o» xo aj] 


t» os اه‎ 


| XP 
anve 


اه ء مدرگ 26600 


a اج‎ 


oun‏ ما 


Contributions to 
Exports changes in real gdp* ` 


E 





HTN 





۳ 


Lis ay 
i981 82 83 84t 


As % of real gdp in previous pernod ۵ 


out of gdp growth of 3.1%), France 
(0.9% compared with a rise of 0.7% in 
gdp), and Italy (1.1% compared with a 
fall of 1.2% in gdp). In each instance, 
strong exports to America offset static or 
falling exports to the rest of the world. 
That was true, too, in West Germany, 
where the dollar value of exports went 
up, though not by enough to stop the 
slump in other exports from knocking 
0.3% off the country's total growth. 

The signs are that the boom in exports 
to America is now having an even larger 
effect in Europe than these official figures 
from earlier in the year suggest. But even 
if non-Americans were immune to the 
high interest rates that the deficit trails in 
its wake, they would still have cause to 
grumble in spite of their good fortune. 
The deficit is too big to be sustained. 
Eventually, the dollar must fall to reduce 
it. If that happens too violently the shock 
to the world economy could damage 
growth prospects everywhere. 


American labour 





More work, less pay 


NEW YORK 


Two of America's biggest and fiercest ۱ 


unions—the coalminers and car-work- 
ers—this week asked their members to 
approve labour contracts that could set a 


pattern for the country's heavy industry. 


Both have sacrificed big pay rises for 


Concessions over job security. 


The deal at General Motors gives the 


Gdp وسو‎ imports ZZ 11 
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United Auto Workers (UAW) what it 
most wanted—-a $1 billion pot of money - 
to compensate GM workers likely to be 
made redundant by robots over the next 
six years. The union's president, Mr 
Owen Bieber, rejoiced that this “makes 
more secure than ever in history the jobs 
of our members". That is still not very - 
secure. GM plans to spend $6 billion on - 
capital improvements this year alone. 
GM has cut its workforce by 50,000 
during the past three years. The union's 
new redundancy money will not stretch 
far if lay-offs continue on that scale. 

In return for this concession, the union - 
accepted a smaller wage rise than GM at 
first offered: a $180 lump sum, two yea: 
of wage rises ranging from 1% a year for 
unskilled workers to 33% for the most - 
skilled (the average is 24% a year), and - 
then an across-the-board rise of 2196 - 
(which does not count towards the rate - 
from which other benefits are calculated). 

The UAW is now trying to negotiate 
similar. deals with Ford and Chrysler. 
Although hard bargaining must wait for 
the result of the GM workers' vote on the 


sed deal, union leaders were confi- 
















A vanishing breed 


tion three years ago, and the union has 
not settled a new contract without a strike 
for the past 20 years. The agreement 
initialled by the United Mine Workers 
(UMW) and the coal companies’ negoti- 
ating body, the Bituminous Coal Opera- 
tor's Association (BCOA), provides for 
wages to rise a modest 10.25% over the 
40 months of the new contract. Even if 
the miners accept it, hundreds of mining 
companies may reject the deal. fpr A 
the UMW negotiates on behalf of all the 
miners involved, a third of its members 





Communications were not the only busi- 
ness in which IBM opened an assault this 
week. On the same day as news about 
the Rolm takeover was made public, 
IBM announced two series of pro- 
grammes for its personal computers. The 
stockmarket characteristically assumed 
this was bad news for IBM’s smaller 
competitors: the share prices of software 
market-leaders Lotus Development and 
Ashton-Tate promptly dropped by, re- 
spectively, 10% and 20%. 

One of IBM’s new sets of software 
includes accounting programmes like 
those that run on bigger IBM machines. 
It seems aimed at helping to integrate all 
of an office’s computers, big and small 
alike, into a single system (based on 
guess whose machines). 

The other new series tackles the per- 
sonal computer software companies on 
their own ground: programmes to run on 
single small computers. Among other 
things, IBM is offering a financial 
spreadsheet programme (which will 
compete with Lotus's popular 1-2-3), 
and a database programme (which will 
tackle the leaders in another big line of 
software, Ashton-Tate's dBASE II and 
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Ds 


work for companies which do not recog- 
nise the BCOA. 

The miners’ new president, Mr Rich 
Trumka (who, like the UAW's Mr 
Bieber, was leading his union into wage 
negotiations for the first time) plans to 
lure dissenting companies into the deal by 
offering no-strike agreements. One of the 
biggest, Occidental Petroleum's Island 
Creek, has already accepted. 

Both GM and the mining companies 
should easily recoup the tiddling wage 
increases they have granted. Coal miners 
increased output per man-shift by 3096 to 
18 tonnes during the 40 months of the 
previous contract. GM increased its reve- 
nue per employee from $84,000 in 1981 to 
$108,000 in 1983. There is nothing in the 
new contracts to discourage such produc- 
tivity gains from continuing, unless the 
workers veto the deals. 


IBM/Rolm 


White shirts and 
jogging shoes 





NEW YORK 


Any doubts that computers and commun- 
ciations are about to become a single 
industry were laid to rest with IBM’s 
takeover of Rolm Corporation. Rolm is a 
Silicon Valley company that in 15 years 
has turned itself from nothing into Ameri- 





dBASE III programmes). 

The market for personal computer 
software is of respectable size (more 
than $2 billion in America alone) and is 
growing fast. But it has been pretty 
chaotic. Computer programming has 
from the start been the preserve of 
loners—even IBM gave its programmers 
a long leash—and some of that eccentric- 
ity lingers in a market that is made up of 
hundreds of small firms, many operating 
on a shoestring. 

Even before IBM's entry, some order 
was beginning to emerge. Lotus and 
Ashton-Tate, among others, have devel- 
oped programmes which combine sever- 
al functions (eg, word processing, 
spreadsheets and database management) 
in one programme. (Ashton-Tate's is 
called Framework; Lotus's Symphony). 
And they are backing the new products 
with multi-million dollar advertising 
budgets. Lotus has also begun holding 
conferences for other software compa- 
nies so that they will have enough infor- 
mation to write add-on programmes, 
which, Lotus hopes, will win extra sales 
by adapting Symphony to fit into every 
niche in the market. 
































ca's second-biggest maker of private ex- 
changes (pbxs), sophisticated telephone 
switches for offices. IBM's action has re- 
written the rules: both for itselt—Rolm is 


its first takeover since 1962—and for its — 
fight with American Telephone and Tele- 


graph (AT&T), and the Japanese, for 
mastery of the information industry. 


IBM is offering more than $1.3 billion تک‎ 
(or $70 a share, versus a market price of 


$48 before the bid) for the 77% of Rolm it 
does not already own. Rolm's board 
endorsed the bid. Rolm, second only to 


AT&T in America’s pbx market, made _ 


$38m in the financial year ending in June, 
1984, on sales of $660m. But its profits 
have fallen from 10% of sales in 1979 to 
just 6% last year. 

In June, 1983, IBM took a 15% stake in 
Rolm, since increased to 23%. The com- 
plete takeover must first be approved by 
America’s trustbusters. IBM is now free 
of the antitrust cases brought against it in 
America and Europe and is, at the mo- 
ment, an insignificant figure in communi- 
cations. So the deal will probably have no 
trouble passing muster under the Ameri- 
can government's merger guidelines. 

IBM says it will integrate Rolm’s sales- 
men and R&D activities into its own 
business. That may not be easy. The 
white-shirted, blue-suited crowd at IBM 
look like aliens to Silicon Valley techies in 


their jeans and open-necked shirts. Rolm. 


has said it is negotiating for considerable 
independence within IBM, something 
that must make IBMers shudder. 

Until now, the giants in the telecom- 
munications-cum-computer businesses 
have stopped short of full takeovers of 
other high-tech companies, IBM has a 
20% stake in Intel, a Californian chip- 
maker, and a 60% stake in Satellite 





Business Systems. Last month, IBM ex- 
tended a $6m loan to help Sytek, a tiny 
Californian company, gear up to make 
the networking system promised for 
IBM’s personal computer. IBM has not 
stopped at the Atlantic’s edge: the British 
government is now reviewing the compa- 
ny’s proposed joint venture with British 
Telecom to provide a data transmission 
service in Britain. BT’s and IBM's British 
competitors will not be reassured by th. 
planned takeover of Rolm. 

No part of the computer business has 
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` been affected as much by merger fever as 

` the pbx sector. Since IBM first took its 
stake in Rolm last year, Wang has bought 
15% of fast-growing Intercom, and NCR 
. now owns 17% of Ztel, a Silicon Valley 
` start-up that builds sophisticated switch- 
` es. America's Digital Equipment Corpo- 

= ration and Canada's Northern Telecom 









varieties, the top chateaux (those classed 
as "grand cru" at the Paris World Exhi- 
bition of 1855) will be able to make a 


R 


have developed a machine that interme- 


. diates between pbxs and computers. 


IBM's own pbx flopped in the 1960s. 


. The first big computer/communications 


break-through looks like being a combi- 
nation telephone and personal computer, 


for which pbx capability is essential. 


Wang and Intercom showed their combi- 


` mation off at a conference in San Diego 


earlier this month. Rolm has been devel- 


` oping one under the name of Mesquite, 


but IBM seemed frustrated by its progress 


. and by Rolm's independence. 


The company which IBM sees over its 


4 ‘shoulder, however, is AT&T. Freed from 


regulatory restraints, AT&T now has the 
potential of combining its own pbx ma- 
chines and local area network with com- 
puters to push its way into the office 
automation business. 

IBM's new era will be overseen by a 
new head. He is Mr John Akers, who is to 


g replace Mr John Opel as chief executive 


in February. Mr Akers is described as 
unusually plain-spoken for an IBM offi- 
cer. More important, he is 49, well short 
of IBM's customary retirement age of 60. 
Mr Akers will have plenty of time to put 
his stamp on IBM, an opportunity denied 
Mr Opel, who got the top job in 1°81, 
when he was 57. 


Renault 





. Burning rubber 


PARIS 


Renault is in a bind. With losses mount- 
ing and its market share falling, the state- 
owned French carmaker needs to boost 
sales and reduce production costs. Rec- 
onciling these two targets is proving 
tricky. For the moment, Renault is put- 
ting the accent on chasing customers with 
a new small car, the Super Cinq. Trade 
unions hope this will give them a lever 
with which to block job cuts, and have 
already begun a series of strikes aimed at 
putting their new lever to work. 

The Super Cinq looks like Renault's 
long-running R5 model. But the new car, 
which has absorbed investment of FFr4.3 
billion ($450m), is bigger than the RS, 
lighter and more powerful. 

The new car needs to be good. The 
company aims to build 670,000 a year. 
Kenault expects the Super Cinq to take 
13% of the French market and 5% of the 
European market. It will not be sold in 
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A rare vintage, 1984 


Much of this year's grape harvest is 
withering on the vine in Bordeaux, 
France's richest wine-producing region. 
Bordeaux usually produces 500m bottles 
of wine a year. In 1984, growers say, the 
region will probably lose more wine than 
Burgundy will produce. 

The grapes are blighted by disease, 
caused by odd weather. A few days of 
blazing sunshine at Easter, followed by a 
cold snap, left them vulnerable to two 
ailments: coulure (which causes the 
grapes to fall off the vine), and milleran- 
dage (which shrivels about half of each 
bunch of grapes). 

The merlot variety of grape has been 
hardest hit by weather and diseases. It 
produces about a quarter of the region's 
red wines. The white wine crop, produc- 
ing a quarter of the region's total output, 
will be unaffected. Using the surviving 


America. 

The snag is that European showrooms 
are already chock-a-block with small cars. 
The Super Cinq will be competing against 
the Fiat Uno, Opel's Corsa, the Austin 
Metro, Volkswagen's Polo, the Ford Fi- 
esta and Peugeot's 205—which moved 
ahead of the R5 in domestic French sales 
this spring. With European car sales ris- 
ing by only 2% a year, Renault bosses are 
hoping that would-be buyers of medium- 
sized cars can be lured away. 

The Super Cinq's importance to Re- 
nault has been magnified by the compa- 
ny's declining fortunes. Renault ended 
1983 as Europe's biggest car producer. 
This year, it dropped to sixth place in the 
European carmakers’ league, with 10.7% 
of the market. After losing FFr1.6 billion 
($210m) in 1983, Renault is expected to 





good, if eccentric, vintage. 

The d cru chateaux produce fewer 
than 3% of the bottles of Bordeaux but 
account for nearly half of the region’s 
earnings from wine. This, though, is not 
much comfort to the worst-hit area 
around Saint-Emilion, where red 
wines—and the merlot grape—are domi- 
nant. So many grapes have been spoiled 
there that some chateaux may not bother 
to harvest. 

Most of the vineyards can afford a lean 
year. The 1982 and 1983 vintages were 
exceptionally good both in quality and 
volume. By the end of 1983, a record 
660m bottles of wine were stored at the 
vineyards. These are now proving a 
useful reserve. 

Bordeaux produced a third of all ex- 
ports of France's appellation controlée 
(ie, non-plonk) wines last year. These 
were worth nearly FFr2 billion ($260m), 
as much as French machine tools. Since 
the franc has fallen so steeply against the 
dollar, export sales have been good; and 
traders have good reason to think that 
even if prices now rise because of the bad 
harvest, Bordeaux's wines will not lose 
market share abroad. But rising prices 
may hurt the home market. 

One third of the appellation controlée 
wines drunk in France come from Bor- 
deaux, and the region produces the stan- 
dard house wine served in restaurants all 
over the country. For years, the price of 
ordinary Bordeaux wine has been stuck 
at FFr6.50 a bottle—cheaper than com- 
parable wines from rival areas like Beau- 
jolais and the Cótes du Rhóne. The price 
is now rising. Other wine-growing areas 
hope to benefit. So do brewers, who 
hope that the French will be tempted to 
switch from the red to the foamy. 





make a much bigger loss this year. Past 
losses came from Renault's truck and 
farm machinery divisions. This year, the 
car division is also losing. Renault needs 
big sales of the Super Cinq to get back 
into profit. 

Renault also needs to slim its work- 
force. In theory, the Super Cinq is de- 
signed to make this possible. It takes 20 
hours to put together, five hours fewer 
than the latest R5. But the new car seems 
to create as many problems as opportuni- 
ties for Renault's job-reduction schemes. 

As à curtain-raiser to the 15,000 redun- 
dancies it is expected to announce in 
October, Renault has tried to put cost- 
saving measures into effect at its plant in 
Le Mans. The company wanted to make 
workers take their fifth week of annual 
holidays in the Christmas-New Year peri- 
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od when demand is slack. It also wanted 
to be free to reduce the year-end bonus. 
Workers at the plant went on strike on 
September 21st. Three days later, they 
were back at work after management 
backed down from most of its demands. 

The Le Mans workers owe their victory 
to the Super Cing. They make the main 
components for the new car. With the 
Super Cing launch set for October, Re- 
nault management reckoned that it could 
not afford a strike now. 

The lesson has not been lost on leaders 
of the communist-run Confédération 
Générale du Travail (CGT), France’s 
biggest labour federation. After the Le 
Mans strike was settled, workers struck at 
five other Renault plants, including the 
big Flins factory west of Paris where 
Super Cing production is centred. Strik- 
ers claimed the same deal as their col- 
leagues at Le Mans. CGT chiefs also want 
B to stop investing abroad and 
ncentrate production in France. 

Management cannot afford the union's 
demands. But, having put so many eggs in 
the Super Cinq's boot, Renault can equal- 
ly ill afford to ignore them. Renault's new 
chairman, Mr Bernard Hanon, was only 
confirmed by the cabinet in May. Now 
French newspapers are reporting that he 





is already less popular with the 
government. 
Air fares 
Ln o rt 


Virgin deflowered 


The transatlantic airlines are warming to 
a competition which may soon ground 
one of the players. The winners, while the 
dollar rules and the competition lasts, are 
impoverished Britons. To get them to 

ard American-bound aircraft the air- 

es are going to extraordinary lengths— 
not least a creative attitude to exchange 
rates. 

From November 1st, Pan Am, TWA 
and British Airways are proposing return 
fares (to be booked three days or more in 
advance) between London and New York 
of £259; between London and Boston of 
£239; and between London and Washing- 
ton of £284. But journeys beginning on 
the other side of the ocean, from America 
to London and back, will cost air travel- 
lers between $378 and $438—implying 
exchange rates of up to $1.58 to the 
pound, which last applied months ago. 
World Airways of America is going fur- 
ther: it wants to fly, with no booking 
restrictions, from London to Washington 
and back for £230. 

All this price cutting—by 2496 and 
more from current advance bookings—is 
giving Virgin Atlantic a nasty time. It is 
the newest entrant to an impure business 


THE ECONOMIST SEPTEMBER 29, 1984 





and flies only once a day from London's 
Gatwick to Newark-New York and back 
with a second-hand rented jumbo at an 
unrestricted one-way price of £119 (£129 
at weekends). Virgin believes the new 
fares of other airlines are meant to drive it 
out of business. Its boss, Mr Richard 
Branson, a pop-music entrepreneur, Says: 
"I hope the public will remember what 
happened to Laker... when he went 
out of business fares went up higher than 
before." 

Fares are not the only temptation Vir- 
gin's rivals are touting. TWA offers a 
week's car rental and up to eight flights 
on its internal American routes for just 
£99. Pan Am's response is six flights on its 
domestic network (which goes coast-to- 
coast) for £59. 

The odd-airline-out is America’s Peo- 
ple Express, the low-cost, no-frills (you 
pay extra for food, drink and baggage) 
carrier which now charges £122 from 
Gatwick to Newark. This fare is actually 
an increase from the previous fare of 
£113. The airline wanted to keep to a 
(nearly-true) exchange rate of $1.30 to 
the pound. 

So far People Express has stayed aloof 
from Virgin’s squabbles with the big boys. 
It can afford to. People Express has a 
whole network of routes in America from 
which to feed passengers on to its transat- 
lantic routes. It reckons it can outlast the 
seasonal fare-cutting tactics of the others 
and still make money. But Virgin—like 
Laker before it—flies from point to point 
and so is vulnerable to any raider who 
takes traffic from its route by lowering 
fares. 

What happens next is some soul- 
searching by the regulatory authorities of 
both Britain and America—especially 
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Britain’s Civil Aviation Authority, since 
Virgin is a British airline and only Virgin 
is moaning. The Bermuda 2 treaty gov- 
erning air service between the two coun- 
tries says any airline can match the fares 
of a competitor; it also says (article 12) 
that the fares should be based on the cost 
of providing the service. Virgin has a case 
for unfair competition: it is difficult to 
believe that the majors, with their large 
and well-paid workforces, will make 
money at the proposed fares. 

The majors retort that they are bound 
to lose money in the slack winter months. 
By cutting fares they can minimise their 
losses. The Laker antitrust case in the 
American courts (Laker’s liquidator al- 
leges the majors connived at predatory 
pricing) is hardly reason for the CAA to 
hesitate on allowing more price-cutting. 
After all, the CAA did warn Virgin when 
it granted its licence that the going would 
be tough. 


Japanese telephones 


Still engaged 


TOKYO 


Japan’s telecommunications market will 
be opened to all comers next April. 
Companies are preparing for the shocks 
and opportunities. Nippon Telegraph and 
Telephone, the state-owned firm that will 
lose its monopoly and be partially sold 
off, is taking a sterner line with suppliers 
to cut costs and gee up its profits. Its 
likeliest competitor, Daini Denden (a 
firm set up by Kyocera, Sony and 
friends), is trying to lure staff away from 
it, but will find it hard to compete. 

NTT holds all the advantages of size, 
experience and an effective monopoly. 
Like British Telecom, but unlike Ameri- 
can Telephone and Telegraph, it is not 
being broken up. With a capital of more 
than Y4 trillion ($16.3 billion), NTT will 
be Japan’s biggest listed company. It 
reported sales last year of Y4.5 trillion 
and pre-tax profits of ۷384 billion. About 
half the utility will be gradually sold to the 
public and it wants larger profits when it 
has a stockmarket listing. So it is cutting 
costs in its procurement of equipment and 
cables—much to its suppliers’ dismay. 

Until 1981, NTT petted its (all-Japa- 
nese) suppliers. It shared technology, 
paid generous prices and was permissive 
about delivery dates. Then, after Ameri- 
can protests, NTT started to award more 
of its contracts through public tendering. 
Mr Hisashi Shinto was brought in as 
president with a cost-cutting brief. 

According to Iwatsu Electric, a big 
supplier of telephones to NTT, price 
competition began in earnest in early 
1983 and has intensified since. Mr Shinto 
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$ succeeded in holding the procurement 


budget to an increase of 3.4% last year 


. even though NTT is in the middle of 
` laying optical fibre cables the length of 
. Japan and digitalising exchanges. 


— NTT is slowly broadening its supply 
base. The share of NEC Corporation, 
` Jong its biggest supplier, is slipping, while 
the share of Iwatsu (up 35% since 1980) 


` and Toshiba is increasing. NTT's pur- 
` chases from abroad have risen from al- 


. most nothing in 1979 to 4.3% of total 


_ purchases. Some of this is tokenism, 
` designed to keep the Americans quiet— 


eg, a Cray supercomputer which NTT 


— Says it doesn't know what to do with. 


In garages across Britain, entrepreneurs 
(including a South Korean firm) are 
cashing in on nostalgia for driving along 
the open road with wind in the hair and 
the engine roaring throatily. A growing 
band of small firms now build the sort of 
open-top sports cars costing between 
£7,000 and £15,000 ($8,500-18,500) that 
the big carmakers no longer produce— 
even though most of their customers are 
too young to remember the running- 
board roadsters of the 1930s that many 
of these cars seek to recreate. 

This specialist car market accounts for 
only a small fraction of all cars sold 


Panther Kallista—old shape, new engine 


within Britain, even if luxury sports cars 
are included (Aston Martin Lagondas, 
Lamborghinis, Ferraris and other play- 
things of the super-rich). Most of the 
sport-cars are made by privately-owned 
operations that have a single factory and 
long waiting lists. They are typically run 
by enthusiasts-cum-entrepreneurs like 
Mr David Ashley and Mr John Barlow, 
former engineers with the lorry division 
of state-run BL who quit to set up their 
own JBA company in Wigan in the 
north-west of England. 

The most famous firm is the most 
venerable: the 75-year-old Morgan com- 
pany. It has never changed with the 
times. Its cars are unashamedly throw- 
backs to the 1930s. Mr Peter Morgan, 
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NTT is muttering about buying from 
whomsoever it pleases when it is priva- 
tised, even if that means buying every- 
thing in Japan. America’s commerce de- 
partment will have something to say 
about that. It thinks that today’s level of 
Japanese telecommunications purchases 
from the United States is too low. 

Daini Denden is still treading a narrow 
path between competing against NTT and 
co-operating with it. A parent, Kyocera, 
poached a top NTT man, Mr Sachio 
Senmoto, to be Daini Denden’s executive 
managing director. It has hired top names 
from the ministry of international trade 
and industry and the ministry of posts and 


Princelings of the road 


the son of the founder, heads this still 
family-run firm and has no interest in 
maximising profits. Though there is a 
four-year waiting list for Morgans, the 
company builds only eight to 10 vehicles 
a week and Mr Morgan will not raise his 
base price of £8,500. The reason? So the 
quality of the car is maintained and 
enthusiasts can afford it. 

Unlike Morgan, Panther Cars, owned 
by the South Korean Jimbo group though 
based in thoroughly English Byfleet in 
Surrey, has expansion plans. It now has 
annual sales of £3.5m and sells 60% of its 
output in Britain. Its car, the Kallista, is 





also a 1930s-style body over a modern 
Ford chassis, and Panther hopes to in- 
crease its sales by a third in 1985 with the 
help of a sales drive in America. With an 
average price tag of £9,000, the Kallista 
has a waiting list of only five months. 
Panther also has a modern sports-car, 
aimed at the upper end of the company-car 
market, but is keeping it under wraps. 
The Kallista will sell in America for 
$20,000, because of the safety modifica- 
tions demanded by the department of 
transportation. It was the introduction of 
stricter safety and anti-pollution stan- 
dards in America that helped kill off the 
mass production of British sports-cars. 
TVR is another small carmaker with 
its eyes on America. Each car takes 400 






telecommunications to be president and 
vice-president. 

Daini Denden plans to attack NTT in 
its prime business: telecom links in the 
corridor between Tokyo and Osaka, 
which generates 40% of Japanese tele- 
coms revenue. Much of Daini Denden’s 
financial backing comes from 25 big com- 
panies and it expects these to be among 
its main customers too. NTT seems confi- 
dent that Daini Denden lacks the neces- 
sary experts and experience, and may 
have to rely on NTT for technology, and 
perhaps even maintenance assistance. If 
so, competition between the two will be 
restrained. 


man-hours to build, and the firm has 
made only 6,500 cars since it started in 
1949. It will build 500 cars this year and 
annual sales are likely to be £5.5m. TVR 
has hired the former boss of Volvo's 
American operations to run its own 
subsidiary in Florida. At $30,000, the 
American version of its Tasmin car will 
cost twice as much as in Britain. If the 
car sells well in America the company 
may build it there within a decade. 

The cheap end of the British sports-car 
industry lies with the kit-carmakers. 
They sell idiosyncratic bodies that enthu- 
siasts fit at home over the chassis of 
mass-produced cars. According to 
ARM, a market-research outfit, kit-car 
sales in Britain now top £3m per year. 
There are 95 kit-makers in Britain now, 
against just 39 five years ago. 

Most design their bodies to accommo- 
date Ford or Volkswagen engines, taking 
an average of 150 hours to construct. 
Styles range from Bugatti-replica to Fer- 
rari-clone. The kits cost from £650 to 
£4,600. Then add on the cost of the host 
chassis. Labour costs are zero, of course. 
By far the largest kit-maker is Dutton 
Cars. Its owner, Mr Tim Dutton, claims 
his 14-year-old firm has nearly 50% of 
the British DIY carmaking market, sell- 
ing 1,000 kits a year. 

The boom for kit-carmakers is leading 
some, such as Moss Motor Cars of Shef- 
field and Thoroughbred Cars of Shoe- 
buryness, to graduate to full-scale pro- 
duction. Some even want to join the car 
industry's club, the Society of Motor 
Manufacturers and Traders. 

The healthy state of the small car- 
makers has not escaped the attention of 
the bigger boys on the block. Group 
Lotus, which itself once made a cheap 
nifty two-seater, the Lotus 7, plans to 
double production of its £15,000-20,000- 
sports-cars to 1,500 vehicles within a few 

ears. 

By 1985, Lotus hopes to introduce the 
X100, built in partnership with Japan's 
Toyota which has a 17% stake in Lotus. 
It should sell for under £10,000. Nissan 
also has its eyes on this section of the 
market, as does Porsche, the West Ger- 
man luxury sports-carmaker. 
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CATS of Séries S represent Ownership in serially maturing interest payments or principal payments on specific D 
| underlying United States Treasury Bonds. The underlying interest and principal payments.are e direct - 
obligations. of the United States of America Owners of Coupon CATS: receive a single payment. 
at maturity. Owners of Callable CATS receive a principal payment upon matur y orc 
earlier redemption of the underlying Treasury Bonds and any coupon payments É 
which may mature at or prior to piis. ofthe Bonds 
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` Salomon Brothers Inc 


Citicorp Capital Ma rkets Group - 


Citibank, KA. 


Lehman Government Securities Inc. 


Shearson Lehman/American Express ne. B 
PaineWebber 


incorporated 


apital 


Chase Manhattan Government Securities, inc. 
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: Profit attributable to shareholders 


Eamings per share: 
‘A’ shares 
B shares 


` Interim dividends The directors of Swire Pacific Limited have today Bode interim. dividends for 1984 of 3e 00 per. 
` ‘A' share and 7 36 per 'B' share. 


Dividends per share: 
‘A’ shares 
*B' shares 


The interim di vidends are payable on 20th November 1984 to shareholders on the register at the close ofbi $ 
19th October 1984; the share registers will be closed from 8th October 1984 to 19th October 1984, both. dates: 


in accordance with Article 132(a) of the Company's Articles of Association, the directors have. resolved that the in erim 
dividends will be satisfied partly in the form of an issue of additional shares by way of scrip dividends and partly by -. 
imum cas | dividends of 1.0¢ per ‘A’ share and 0.2¢ per 'B' share, the minimum cash dividends being paid in order to 
ensure that the shares of the Company continue to be Authorised Investments for the purpose of the Trustee 
Ordinance of Hong Kong; but that shareholders will be given the option of receiving their interim dividends in cash in 
place of part or all of such scrip dividends. Full details of the scrip dividend procedures will be geni ina à circular which Bs 
-will accompany the complete interim Report to be sent to shareholders on tst October 1984. : es 


Prospects The results of the Swire Pacific Group for the second half of 1984 are expected to continu 

levels, and in particular Cathay Pacific Airways' profits for the full year should be significantly hig ' 

1983. The industries and trading divisions should continue to perform well. Conditions in. the market which the 
property divisioi operates are likely to continue to be difficult during the remainder of the year, although believe le 
have seen nthe worst. sei of reb in the offshore services division are peoe to emai ۱ di epressed ri 


















en years ago a rise of 5% in the dollar 
inst the D-mark in a week would have 
iven finance ministers palpitations. 
n it happened last week, it hardly 
them blink. “Crisis, what crisis?” 
ked Britain’s chancellor of the exche- 
t, Mr Nigel Lawson, just before he 
for this week’s IMF meeting in 
ashington. 
Mr Lawson and his fellow-ministers 
y not be losing sleep. The men respon- 
ible for the finances of multinational 
rporations certainly are. Today’s wild 
uctuations in the exchange rates of the 
"world's leading currencies (see chart) can 
"wipe out all the hard-won efforts of a 
company’s sales force. Those in the multi- 
nationals whose job it is to guess ex- 
"*hange-rate movements are equipped 


«hese days with as much electronic gad- > 


etry as a bank. British Petroleum’s deal- 
rs turn over more than $30m of foreign 
xchange each day, as much as many 
anks. Some companies—like some 
anks—then find the temptation to play 
the market irresistible. Only last week Mr 
upert Murdoch’s News Corporation ad- 


mitted to a “serious misjudgment of the 


rational money markets" which 
ably cost it nearly A$80m ($72m) in 

e year to June, 1984. 

Companies face two sorts of foreign- 
exchange risk: "transaction" risks, from 
buying and selling money denominated in 
different currencies, and “translation” 
risks, from converting foreign-currency 
assets into the currency of the parent 
company when consolidating their bal- 
ance sheet. In general, corporate treasur- 
ers take a. more relaxed view of transla- 
tion risk: partly because companies 
believe that valuing their assets in local 
currencies is arbitrary anyway. For exam- 
ple, an American oil company with a 
refinery in Rotterdam (valued in Dutch 
guilders) may argue that the refinery 
should be permanently valued in dollars 
since its sales are all denominated in 
dollars. 

The corporate treasurer's big headache 
lies in managing currency risks which 
arise in the company's day-to-day busi- 


orporate treasurers search 
or a hedge to hide behind 


ness. First, they have to guess at the 
extent of their risk. Companies selling big 
chunky things like aero-engines have a 
fair idea of their future orders. Others 
have to rely on corporate divining rods. 
Their sums are complicated when dozens 
of subsidiary companies from all over the 
world are selling things to each other. 
There is little point in each company 
covering (ie, hedging) its own position 
since many of them cancel out. So the 
parent company operates as banker to its 
subsidiaries, pooling their risks and then 
calculating a net exposure of the whole 
group to the rest of the world. 

There are many ways in which a com- 
pany can then hedge its foreign-exchange 
exposure before it jumps into fancy things 
like forward or futures markets. It can 
try, first of all, to match its currency 
receipts with its expenses—for example, 
by matching sterling income with bills it 
has to pay in Britain. Payments can be 
speeded up or slowed down (so as to 
match receipts) by offering different 
terms. Some companies try to make their 
local prices flexible, so they can quickly 
be made to compensate for exchange-rate 
movements. 

No company, though, can shuffle off all 


its risk this way. The most cautious (, apa 
nese multinationals among them) ti A. 
eliminate the remainder by hedging. Us- 
ing the forward market in foreign ex- 
change is the most common hedging tech- 
nique. A company buys or sells foreign 
exchange forward at a fixed rate in order 
to offset future foreign sales or receipts. — 
The market is usually liquid, so it is - 
easy to deal in large amounts. Sometimes — 
it is not, however. And while buying or - 
selling forward gives the company cer- - 
tainty about future exchange rates, the 
price of this certainty can be high. Mos 3 
European corporate treasurers assumed. 
that the dollar would fall in 1984, and 
many sold their dollar receivables for- 
ward at around DM2.7 to the dollar or - 
$1.4 to the pound. The subsequent rise in 
the dollar means they have forgone large 
gains on the exchange rate. ia 
More adventurous corporate treasurers — 
have tried to overcome this difficulty by 
using currency options. An option works - 
like an insurance policy—in return fora _ 
specified premium, the buyer obtains ne 
right to buy or sell currency at a specific 
rate within a given period. Corporate 
treasurers like it because, unlike a for- 
ward transaction, they are not obliged tc M 
exercise it. If currency rates move in their - 
favour they let the option lapse and tak 51 
the profits. m 
The cost of an option is relatively - 
high—sometimes more than 4%, depend- - 
ing on the size of the transaction and he 
currency. So a big movement in exchange 
rates (like last week's) is necessary before E^ 








































































oreign exchange dealing in Tokyo is 
00 ming asa result of the gon occae 
Y Jar da 














is expanding its dealing room 
on for the changes, which it 
verdue.. Until this year, bank 
es in Japan (whether foreign or 
were only allowed to trade in 
currencies directly with banks 
>: the country. They were stuck 
ow-tech trading methods, and 
forward. deals only if a 
d identify a “real demand" 
(eg, a lump of coal he had to 
e future). All trades in foreign 
cies between banks in Japan had 
done through money brokers— 
nine Tokyo firms which specialised in 
reign exchange transactions, but were 
not allowed to do intern ational deals. 
| Complaints from the Reagan adminis- 
` tration about Japan's tightly-controlled 
. markets, and the eagerness of foreign 
banks to trade foreign exchange in To- 
kyo, persuaded the regulators to relax 
their rules. On April ist, the "real de- 
mand" rule was abolished; on June 1st, 
banks in Japan were allowed to trade 
- directly with each other in foreign cur- 
. rencies, though still not in foreign cur- 
` rency transactions that involved yen; in 
* August, Tokyo money brokers were per- 
mitted to make foreign-exchange deals 
across borders, but again only to deal in 
currencies other than yen. These 
Thnges 9 have b boosted D-mark-dollar i in- 


















































trategy pays off. Many corporate 
asurers have an instinctive aversion to 
g their hands in their pockets to pay 
' premiums for something they can 
ever quite believe will happen, and this 
as lost some of them their shirts. 









court, and Citibank has continued to 





ter-bank trading through money brokers 
from around $6.5 billion a month in the 
spring to $16.5 billion in August. Direct 
dealing (for which there are no exact 
figures) has doubled or tripled. — 
However, yen-dollar dealing remains 
pre-eminent in Tokyo ($39.9 billion- 
worth in August), partly because to 
trade any currency into yen, brokers first 
have to convert them into dollars. From 
next January, Tokyo money brokers will 
be allowed to deal internationally in 
these currencies. Banks hope to win 
permission to do so later in 1985. Their 
entry into the market is being delayed to 
protect Tokyo's nine money brokers 
from sudden competition. Another 
boost for Japan’s foreign exchange deal- 
ers will come next April when Japanese 
telecommunications are liberalised, and 
computerised dealing through Reuters is 
allowed. 





















































process iof serving 1 5 the ‘defenda ۳ a + 
again. After four xn work c on the case : 








Foreign exchange dealing 400 
in Tokyo | 
interbank dealing through brokers 350] most sp ectac ae: S Ss d 


Turnover (by value): Sept.1983 «100 







job carries heavy adminis ative: ê duties” 


-—— Y/$ that will leave him little time for bringing : 
scence DM/S prosecutions. The Italian legal system is | 
—— SwFr/$ notoriously overworked. And sources 
Á £/$ 


close to the Citibank affair say that the - 
prosecutor's office might have difficulty 
finding another extinining magistrate to i 
take it over. : E 
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The Bass rode of. Shoes have just. 
P spent $60m increasing their stake in Walt” 
many. All cases have been settled out of ripa Productions to 8.6%. ert sO ee 
claim that no country has found parking 
to be illegal. 

A Milan court has just allowed Citi- 
bank's claim to remain unchallenged. 
One of Italy’s best known prosecuting 
magistrates, Mr Luca Mucci, had brought 
charges against 11 Citibank employees - 
alleging that they conspired to create. 
"fictitious" foreign-exchange  transac- 
tions to transfer trading profits from Mi- - 
lan to Nassau. If found guilty, the accused. 
faced a maximum penalty of two years in | 
prison. The bank could have been fined 
up to six times the sums involved. ۱ | 

The defendants included senior Citi- un 
bankers: Mr Francesco Redi, a former M 
head of Citibank's treasury operations in’ wi 
London and now the bank's chief corpo- wei 
rate officer in France; Mr Philip Sher- hol 


really, The brothers: wanted to 
Aer that their ne! jar hs 


— “man, a former manager in Milan and now gr 
Re the: bank's top man in Frankfurt; Mr 2 
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Chairman’ S Statement 


The trading results for the first half show substantial growth in ins a 


Earnings rose 30%. 


The trading profits include £10.5 million from our recently ac 
grated North American companies, Tom's Foods and Laura S 

their success. Elsewhere the group's operations outside the UK contin 
exports from the UK performing particularly well. The UK groce d 
panies have again increased their: sales qa Lane : 


formance o Kit Kat, but Mes oa margins were o tower p p 
during the second half of 1983 continued to have an effect in 1984. Ri 
price increases should restore margins and lead to a higher profit for the y 


We are ره‎ to invest P بات جع‎ in more efficient V ge nice re 


Pi their part. In the hod term the ی‎ first half results g give con 
year results will reflect the success Dt these policies. © 


Turnover 


nite ng om ۱ ETSRARTA SORA 
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Australasia 

1 e: ارک‎ THERE REA RO aha RD + ۷ d + + aoe TO AR or UR ERE EA AU 
Rest of World 
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Trading Profit 


Inited Kingd ۱ : CN NER 
United Kingdom ................ E C 
- oeae AERA + ۵ ۰ ۵ “PPAR OEE EATS HOR HA eee KE 
e ۰ 

North America... "ER MUN 

» LI 

Australasia... rererere PEP EOIN 
Rest of World . — eb vasi sexi ade ۲9 
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P before T i E 
rofit before Taxation ...... TR | PA ATA 
Taxation **596404^554^ و‎ rete ore eT eer موه و و‎ EEE وود‎ EN EERE REHEARSE ERE id ° 


Profit attributable to Rowntree Mackintosh pic in 
before extraordinary items......... وس‎ aoaaa“ 


Earnings per Ordinary Share.............. E 
Notes 1 Bes board has declared an ۱ interim. dividend of 3. py pers sha iv 


2. Export sales and yd are included in the appropriate overseas tê 
of headquarter costs. Sed 


. The interim results a are: unaudited, Ihe. accounts for the yi 
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ss and Disney families? Answer: with 
E difficulty. So on Monday, Septem- 
r 24th, they knocked $33 off the share 
rice. By mid-week, the price had fallen 
Further to $58}. 
Though he has Bass backing, Mr 


Misner’s job will not be an easy one. His 








Mr Michele Sindona, once Italy's most charming banker, returned home this week 


first task this week was to tackle a strike 
by the 1,800 employees who run the rides 
and sell the food at Disneyland in Ana- 
heim, California. They complained that 
Disney's plan to freeze their wages for 
two years was neither fair nor reasonable. 
With attendances at Disneyland down to 
9.9m last year from a peak of 11.5m in 
1980, the company needs to reduce costs. 

Disney might now try to squeeze more 
out of its under-used property. Mr Eisner 
has already received some hints on prop- 
erty from Mr Charles Cobb, who was 
voted on to Disney's five-man executive 
committee over the weekend as the Bass 
brothers' representative. Disney watchers 
predict that Mr Cobb will urge the board 
to raise cash by increasing new develop- 
ment, selling land and, maybe, leasing it 
back. 

Mr Frank Wells, former vice-chairman 
of Warner Brothers, joined Disney at the 
same time as Mr Eisner. He has been 
hired to take care of the company's prop- 
erty interests but is better known for 
developing films than property. He is well 
qualified to implement Disney's plan to 
boost the number of films it makes from 
today's half-a-dozen a year to 15. 
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under heavy guard. He was extradited from New York State, where he was serving a 
25-year sentence for his part in the collapse of the Franklin National Bank in 1974. 


He now has to face charges in Italy as well. 


Mr Sindona, a former financial adviser to the Vatican, was known as God's 
banker, a title he bequeathed to Roberto Calvi, the chairman of Banco Ambrosiano 
who was found dead in London in 1982, hanging under Blackfriars bridge with 
stones in his pockets. Mr Sindona, it is said, was a crook who became a banker; the 


dour Calvi, a banker who became a crook. 


Mr Sindona is now gaunt and frail. He spends much of his time practising the 
Japanese art of origami, furiously folding pieces of paper into intricate patterns. His 
enemies in Italy (and he has many) probably reckon that he will never be believed if 
he tries to finger them. His once-famous charm has turned into an obsession to 


prove how he has been misunderstood. 
| 
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Bank Bumiputra | 


Tantalising 


KUALA LUMPUR 


On October Ist, Mr George Tan, former 
chairman of the once high-flying Carrian " 
group faces charges in a Hongkong court 
of making false and misleading state- 
ments. His trial, together with that of 
another Carrian executive, Mr Bentley 
Ho, is expected to shed light on how | 
Malaysia's biggest bank, Bank Bumipu- 
tra, came to lend M$2.3 billion ($962m) 
to Carrian and other property developers 
in Hongkong. 

The revelations will come none too 
soon for Tan Sri Ahmad Noordin, auditor 
general of Malaysia and chairman of the 
three-man committee investigating the 
events that led to the rescue of Bank 
Bumiputra by Petronas, Malaysia's cash- 
rich state oil company. This week, he 
called for a royal commission of inquiry 
into the affair—ie, one that has the power 
to find out who authorised the loans to 
Hongkong developers and why bank Bu- 
miputra continued to make them long 
after there were “distress signals" at the 
beginning of 1982. 

The investigating committee, set up in 
January, has yet to make much headway. 
It does not have legal immunity and 
cannot summon witnesses. Hardly sur- 
prising then that most of its interim report 
(sent to the government last month but 
not yet made public) dwells on where the 
loans went, not on who made them and 
whether such actions were criminal. 

Petronas was more or less ordered to 
buy 90% of Bank Bumiputra from Per- ~ 
modalan Nasional, the state investment. — 
company. Petronas shelled out M$940m - 
for the stake, and will also inject M$300m | 
of fresh capital. The bank has written off 
M$1 billion of its problem loans, which 
partly account for its thumping loss of 
M$974m just reported for 1983. C. 

Many key banking officials in the — — 
Hongkong lending spree have been fired. 
More heads could roll, including that of 
the bank's chairman, Mr Nawawi Mat 
Awin. He took over the hot seat two 
years ago and was responsible for mount- 
ing what the bank still insists on calling ۵ 
rescue operation" for Carrian. The oper- 
ation fell through in July, 1983, when the 
assistant general manager of the bank's 
Hongkong subsidiary was throttled in his 
hotel room. 

Carrian went bust in October, 1983, 
owing the bank HK$3.8 billion ($475m), 
then almost exactly equal to its paid-up 
capital and reserves. Last week, Malay- 
sia’s central bank announced that, in 
future, no bank will be allowed to lend 
more than 30% of its paid-up capital and 
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reserves to any single borrower. Large 
loans (of more than 15% of a bank’s 
capital and reserves) must not account for 
more than half the bank’s total loan 
portfolio. The new rules come into effect 
immediately, but banks will have two 
years to comply with them. 


Tring Hall Securities 
Fraud? 


Mr Denis Poll, who once ran Tring Hall 
Securities, pioneers of London’s unlisted 
securities market (USM), has been ar- 
rested and charged with theft and conspir- 
acy to defraud his old company. Along- 
side him in the dock on the conspiracy 
charge will be Mr Jonathan Steel, a 
partner in Kemp Mitchell, the stockbrok- 
ing firm suspended by the stock exchange 
last month over irregular (and unconnect- 
ed) eurobond dealings. The offences with 
which Mr Poll and Mr Steel are charged 
are alleged to have taken place in 1980- 
81, before Mr Terry Mitchell and Mr 
Alan Kemp took over the stockbroking 
firm of Gittins and Company and re- 





. named it Kemp Mitchell. 


_ Mr Poll set up Tring Hall in 1980 to 
bring companies to the unlisted securities 
market—a secondary market established 
by the stock exchange for high-risk stocks 
not eligible for a full quote. One of Tring 
Hall's backers was Mr Steel, who not only 
put up his own cash but also persuaded 
some of his firm's clients to bankroll the 
new venture. The firm appeared to have 
hit on a money-spinner, launching a num- 
ber of successful new issues. 

Things began to go wrong in mid-1981 
.when Tring Hall brought to the USM 
Euroflame Holdings, a company which 
made wood-burning stoves. Underwriting 
the issue proved difficult. Mr Steel per- 
sonally underwrote a large chunk of it. 
Euroflame, now the subject of a depart- 
ment of trade inquiry, flopped. Mr Steel 
was left with losses of around £50,000. 

The conspiracy case relates to the sale 
and repurchase of shares in a Luxem- 
bourg company, International Communi- 
cations and Technology (ICT), which 
netted £44,000 on the deal. Mr Poll was a 
director and shareholder of ICT. The 
theft charge against Mr Poll is that on or 
about December Ist, 1982, he stole 
10,000 shares in ICT, which were valued 
at £200,000 and rightfully belonged to 
Tring Hall. 

There is a twist in the end of the tale. 
The alleged offences came to light only 
when Mr Steel, who had the support of 
roughly 40% of Tring Hall's equity, 
helped oust Mr Poll and bring in an 
outside firm, Haverford Securities, to run 
the show. 
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The hunting of the 
stake 





MADRID 


In Frankfurt on Friday, September 28th, 
Banco de Bilbao, a big Spanish bank, was 
due to complete its purchase of the West 
German-based Bank  Iberunion for 
DMs8m ($2.6m). Nothing extraordinary 
in that, except for the fact that half the 
money will go to Mr Jose Maria Ruiz 
Mateos, the former chairman of Rumasa, 
the vast wines, hotels and banks group 
that was taken from him by the Spanish 
government in February, 1983. Bank 
Iberunion was wholly owned by compa- 
nies within the group. How Mr Ruiz 
Mateos managed to hang on to a 50% 
stake of Bank Iberunion, a stake that the 
Spanish authorities had been trying to 
trace for more than a year, is still some- 
thing of a mystery. 

For the past 18 months, Mr Ruiz Ma- 
teos has been a hunted man, wanted in 
Spain on charges of currency and tax 
offences, and for insulting the Spanish 
king. His foreign roamings took him to 
exile in London's fashionable Chelsea 
before he was arrested at Frankfurt air- 
port on April 25th, after Spain had filed 
an extradition request. He was then held 
in a Frankfurt prison for 90 days, before 
being released on DM10m bail in July. 


Banks shrink 


Britain's banks are shedding staff and 
branches. In 1982, for the first time for 
many years, the number of people em- 
loyed in British banks in Britain fell. 

e fall was not dramatic—from 292,750 
to 291,987—but as recently as 1980 em- 
ployment increased by almost 6%. Come 
1990, says a recent study for the EEC 
commission, banks could be reducing 
their staff by 6% a year instead. 

The reason is not simply that automat- 
ed tellers are replacing human ones. 
Banks are also lopping their branches. A 
survey this week from Noel Alexander 
Associates shows that the big four Lon- 
don clearing banks (Barclays, Lloyds, 
Midland and National Westminster, 
which together have more than 70% of 
Britain's bank branches) closed 167 
branches in 1983. They opened only 51 
new ones to give them their biggest net 
fall for more than a decade. 

At the same time, the previous phe- 
nomenal growth of the building societies 
has slowed. In the five years to the end of 
1981, they increased the number of their 
branches by more than 50%. In 1983, the 
number grew by a mere 3%. 








A perk for Ruiz Mateos 


After his release, he was not allowed to 
travel outside Frankfurt, but this week hy 
was granted freedom to travel within "| 
state of Hesse. | 
In July, he found a guarantor for the: 
amount of his bail in less than three days? 
West Germany's Deutsche Bank. This is 
the bank in which the missing 50% of the: 
shares of Bank Iberunion had resurf. 
in the same month (July). The shares ha 
been hidden behind the trusteeship first: 
of a company called Supo, and then of 
Sosfina, a holding company in Lausanne. 
Spaniards suspect that the Iberunion 
shares were included in the collateral that 
led Deutsche Bank to back Mr Ruiz 
Mateos's bail. 


The big banks are not behaving identi- 
cally. National Westminster ended 1983 
with one branch more than it began the 
year (3,235). The most striking change 
came from Midland, made cost con- 
scious by the troubles of Crocker, its 
American subsidiary. It closed 101 
branches in 1983 and opened only five. 
In addition, its finance-house subsidiary, 
Forward Trust, closed 20 of its 
branches and opened only one new one. 
Are branches set to become as rare as 
local cinemas when television and a 
computer link bring banking into the 
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power and resisting all change is about to 
bust up. ۱ 

The poor countries will be made rich by 
Centrobank. Telecommuting will change 
the whole structure of human society. 
Health will be delivered like milk. Some 
of us will live in space but most in places 
like the Scottish highlands or Tahiti. We 
shall live longer, but not too long. Art will 
flourish, crime will wither, microbes will 
willingly assist us to abolish famine, dis- 
ease and even insanity (one hopes that 
they will not go one too far and abolish 
Macraes). All this will be based on per- 


peturology 


» world free from Kremlins 


n Macrae, deputy editor of The Economist, has written a book 
ining his view of the shape of things to come (“The 2024 Report”, 










meme ass recently described The Econo- 

st as a conservative paper. Perhaps I 

would not say “ass”; donkeys often seem 
have a mind of their own. “Pavlov 
wg” might be a more suitable analogy. 
se who are not state socialists are still 
ibed as "conservative", though the 
servatives today are the state socialists 

d their attendant bureaucrats. 

The Economist is, indeed, a grave 
reat to conservatism. It refuses to bow 
we knee to fashionable nostrums. It re- 
es to be taken in by the self-interested 
weading of bureaucracies and interest 
soups. I remember that shortly after the 
cond world war, when locomotives 
were scarce in Europe (the Allies shot 
wles in as many as they could), The 
economist pointed out that the quickest 
ad most effective way of carrying goods 
ound would be to enlist human muscle 
wwer. It advocated, as far as I remem- 
er, a network of bicycles and goods 
Eekshaws. The suggestion deeply 
socked the establishment. 

I am sure that Norman Macrae ap- 
roved of it. He is in the best tradition of 
mglo-Saxon and Economist non-confor- 
ity, as this book shows. He does not 

publicity. He does not plug one 

—e. He has not picked up some old- 
stablished heresy, which he now runs to 
eath. In fact, he is very different from 
ıe one-track pundits who are usually the 
reation of television. Adam Smith 
whom some of his contemporaries 
ought a bit dotty), Wilbur Wright and 
lenry Ford are the heroes of the Macrae 
adition, which is laced with a dash of 
»manticism—a touch of Tennyson. The 
adition, indeed, owes much to the Vic- 
rian era. 

Norman Macrae believes in the sanctity 
f the human personality and even in the 
‘owing power of religion. He wrote this 
20k before the lamentable showing of 
ıe churches over the coal strike. 

He is wildly optimistic. This optimism 

based on the power of science. I am 
'ejudiced against futurology. The only 
‘rtain thing about trends is that they do 
< continue. But Mr Macrae's tour of the 
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ned Dy Sidgwick and Jackson; 198 pages; £9.95). Jo Grimond 
ses it. 





Macrae has the future's number 


2024 horizon is a Blake-like prophecy, 
compared with the plodding tramp down 
well-worn paths, which is the usual out- 
come of the many conferences and cen- 
tres of study devoted to the future. 

The Macrae theology rests on the belief 
that human beings are essentially good 
and sensible and that their goodness and 
rationality will be fortified by education. I 
hope he is right. In my lifetime there has 
not been much evidence to support him. 
Original sin seems as strong as original 
virtue. Increasing public education has 
landed us with Arthur Scargill and the 
architects and officials who wreck our 
towns. Crime flourishes. Many expen- 
sively educated people admire commu- 
nism, one of the greatest scourges from 
which mankind has so far suffered. The 
presuppositions of a liberal, welfare soci- 
ety are not much proclaimed even by 
Liberals. Ah yes, says Mr Macrae, but we 
are on the edge of a revolution: the 
revolution prompted by computers: and 
information technology. The unholy nex- 
us of powerful governments enmeshed in 
nationalist ambitions and dominated by 
bureaucrats fiercely defending their own 





sonal choice, operating through a market 
made marvellously efficient by the suc- 
cessor to television and affecting Russia 
as much as America. National armies will 
be seen to be absurd. The threat of world 
war will vanish. The pax Russo-Ameri- 
cana will even go so far as to remove 
megalomaniac dictators. 

I will not attempt to sift through the 
outpourings from Norman Macrae's cor- 
nucopia of scientific odds and ends (there 
is apparently three quarters of a ton of 
termites for every human being—a nice 
Macrae piece of throwaway knowledge). 
One very important invention of his is the 
Centrobank, which is to transform the 
third world—but I am not sure how. I do 
not think it useful to nit-pick among the 
author's flights of fancy. I am willing to 
accept that almost anything is possible (I 
remember that, in 1945, a dinner party of 
highly intelligent men roared with laugh- 
ter when Professor Bernal said that the 
Americans could be on the moon in 25 
years). I am more than willing to accept 
that, were we to use science along the 
lines Norman Macrae suggests, we could 
transform the world. The free market 
could, indeed, give us peace, freedom 


and choice. Using the new technology, . 


the market could enormously extend hu- 
man personality and enhance human life. 

But will the free market under the law 
(with safeguards for the afflicted, who: 
will rapidly decrease in numbers, accord- 
ing to Macrae) be allowed to operate? 
Certainly not if our present leaders get 
their way. Private monopoly replaces 
public monopoly. Wealth ownership and 
power are not spread but ever more 
concentrated. Does Lord King believe in 
competition? Not likely—a cosy cartel is 
his idea of heaven. The mere presence of 
hundreds of miners as pickets is intimida- 
tion. Yet few people seem to mind much. 
Nor is the law enforced. The operation of 
the old-boy net hardly points to a deter- 
mination in boardrooms to promote en- 
trepreneurs or scientists. The Bitov affair 
hardly points to any growth of sanity in 
Russia, 

Unfortunately, there are, in my experi- 
ence, rather few entrepreneurs (about 
one per 20,000 over 20 years, if Orkney 
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and Shetland are anything to go by). but 


there are a great many power-hungry 
males only too anxious to join repressive 


bureaucracies and there is à strong appe- 


tite for violence, whetted by those very 
inventions (eg. television) on which Mr 


Macrae places his hopes. He shrinks from 
the possibility that we might geld or breed 
out those who wish to dictate to us, 
bureaucrats as much as Hitlers and 


Stalins. 


this book so important. 





The Economist 
Intelligence Unit 


۲ Just published: EIU Special Report 3 


.  |Europe to 1990 


Six European forecasting groups used EIU global 
assumptions and their own domestic assumptions 
to model the German, French, UK, Italian, Dutch 
and Belgian economies to 1990. Their findings. 


co-ordinated by the EIU: restrictive policies, 


sluggish growth, rising unemployment—unless 
business responds more dynamically than the 


study foresees to lower inflation and reduced 
public sector claims on resources. 
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He is probably right. But we have 
reached a crucial stage in our history. 
There is a drive among governments and 
big corporations to corner the new tech- 
nology. It will then be used to bolster the 
egos of its owners. We may be left a few 
toys (already much of what is available to 
the individual are toys which do not 
Significantly improve his or her life). If 
dirigism succeeds, it will finish not with 
the Borowski letter, which in this book 
ends Russo-American rivalry, but with 
the third world war. It is because the 
world shows, to me, too many signs of not 
going in the Macrae direction that I think 


Norman Macrae suffers the 
known fate of prophets. He has been 
letting off fanfares and rockets, usually 
around new year, for some time. I under- 
stand that from America to Japan, audi- 
ences hang on his words. In Britain, | 


W.Germany. Tel. 069-728141 
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fear, he is a specialist taste. It is high time 
that political leaders picked up the passes 
he throws out from the scrum of those 
trying to interpret modern science. Here 
is much originality, wisdom and learning 
for the Alliance to harvest. However you 
rate his science, Norman Macrae wants to 
make the poor richer, he wants them to 
have more fun and he wants to make the 
world free from Kremlins. He does not, 
as do many modern do-gooding conserva- 
tives, want to make the poor grumpier, 
more disaffected and more dependent. 
Nor is he under the illusion that big 
government leads to peace. 


Playing possum 


T. S. ELIOT 
By Peter Ackroyd. 
Hamish Hamilton. 400 pages. £12.50. 


Ezra Pound gave him the nickname to 
describe his prudent evasiveness: an 
opossum shams death to escape its preda- 
tors. T. S. Eliots essential privacy per- 
suaded John Dos Passos to declare, "He 
is a completely artificial—or rather self- 
invented—character, but he has done 
such a perfect job with himself that you 
end up admiring him". Detachment and 
caution swayed him. caution above all, 
and he was forever recommending it to 
others. If you received a book, for exam- 
ple, his advice would be to acknowledge 
its receipt immediately: waiting meant 
committing yourself to an opinion. 

Peter Ackroyd accepts the problem. 
He declares frankly that it is impossible to 
reach into the mystery of Eliot's solitude 
or to probe his identity without risk of 
farcical failure. His task is made doubly 
difficult by the restrictions of the Eliot 
estate, which forbid a biographer to ask 
help of his widow or to quote from his 
writing. 

He gets round this problem by dint of 
thorough research. If you want to know 
where Eliot was and what he was doing 
during almost any month from 1900 to 
1965, Mr Ackroyd will tell you. He has 
used other people's diaries. letters and 
biographies with painstaking care. The 
resultant book is meticulous, elegant 
and—perhaps appropriately—detached. 

Eliot was born in St Louis, Missouri. 
His father was a prosperous brick-manu- 
facturer, who drew cats for fun: his moth- 
er was a poet. His family had moved 
south, fired by a missionary zeal to en- 
lighten, evangelise and educate. His own 
happy childhood was followed by Har- 
vard, where the teaching was broad, but 
not deep. A trip to Europe prompted his 
emigration to London, which he made his 
home for the rest of his life. A job in a 
bank provided a steady income for eight 
years, until Geoffrey Faber led him into 
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publishing, where he was, professionall 
happy ever after. 

These are the bare bones of Eliot's life 
but, of course. there was more to it. M 
later life, his fame as a poet induce 
Italians to line the route from Ron 
airport shouting “Viva ۲۱۱۵/۲, and ۲ 
was once invited to address 14,000 peop” 
in a baseball stadium (where he said th. 
he felt like a very small bull in an enol 
mous arena). Yet his reputation wa 
based largely on that most enigmat 
poem, "The Waste Land". To ۷ 
charges of plagiarism, Eliot added note 
to the poem, which only provided tl» 
academic critics with a scaffold upal 
which to hang their theories. Taken up b 
undergraduates and young writers, it be 
came a cult, invested with gnomic « 
moral qualities that startled its author. 

Mr Ackroyd writes particularly well os 
this poem, suggesting that its magnetisy 
comes from the sense of the wordt 
other poets moving just below the surfac 
of Eliots own. For Eliot, the act « 
creation was the act of synthesis; h 
talent was for concentration and elimina 
tion within a rigid sense of tradition. Thi 
reader must provide his own emphas 
and inflections, and in this lies if 
fascination. 

His first marriage is almost as baffling 
Mr Ackroyd puts a convincing case fo 
Vivien Eliot's eventual insanity havin 
been congenital, but there can be littl 
doubt that Eliot blamed himself for he 
decline. The story of this marriage make 
pitiful reading and, at the end of it. Elia 
himself was far from stable, assuming 
nautical persona and wearing pale greet 
face-powder: "He looks interesting ane 
cadaverous“, remarked Clive Bell. Saves 
by his conversion to High Anglicanism 
Eliot faced a life of public adulation ane 





Eliot was a practical cat 
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und Ted Hughes 
nds ound. Hio perplex 


ict iu ire. The ide possum has 

ed through their fingers. He once 
ked that there are times when “a 

inan may feel as if he had come to pieces, 
Id at the same time is standing in the 
d inspecting the parts, and wondering 


evhat sort of machine it will make if he can. 


it it together. again. " The machine Mr 
ckroyd has made is still—maddening- 
Signage. 


ove and Mr Wells 


a. G. WELLS IN LOVE: Postscript to- 
Experiment in Autobiography 
ited by G. P. Wells. 

barand Fi Faber. 252 pages. £8.95. 


s Den. can follow 

e newly reissued autobiography (in two 

imes from Faber and Faber), together 

with this franker and more private work 
ished for the first time. 

not quite the word for it. Love 

rhat Wells felt for his second wife, 

lerine, always known as Jane. 

is friend, his. manager and his 

But according to Wells, not too 

l in time, led to 


calm rationalisation of 


ids Fane - and Has were in a 


ES as and we e managed t to carry P 


e But: raith, suc- 


have occurred to H.G., either during or 
in recalling his amatory pursuits. These 
seem to have been numerous, although 
not so numerous as to land him in the 
Frank Harris category. What he does 
have in common with Harris is the ten- 
dency to exhibit his conquests as trophies, 


.a long and languishing line of seductive 


ladies, who were loved—or, more blunt- 
ly, laid—and then left. Only Rebecca 


West is allowed to be the leaver and, even 
then, the next sentence has Odette Keun 
asking H.G. to visit her at her hotel 


where, reeking of jasmine and scantily 
clad, she flung herself upon him, begging 
to be allowed to serve him. The idle 
reader may enjoy counting how many 
women fling themselves upon him in less 
than 200 pages. ۱ 

Odette lasted longer than most, but her 
enfant terrible manner quickly palled once 
it had ceased to amuse and shock. By 
1929, five years after his affair with her 
began, his wife was dead and he had, 
after a few casual affairs, discovered 
Moura Budberg, who had been Gorky’s 
mistress and who was now available. But 
Odette, unlike Jane Wells, was not the 
kind of woman to tolerate triangles. 
Wells, according to her view of things, 
was her property: The only solution was 
to behave like the sailor with a wife in 
every port. Odette would be his French 
mistress. In London, he would be with 


Moura. Which would have been fine if 


Odette had obligingly stayed in France. 
Predictably, she did not, and the closing 
scenes were ugly and squalid. | 

It will be apparent to anybody reading 


this book that the great. love affair of 


H.G. Wells’ g: life was not. with Rebecca 


> West but. with Moura Budberg. "The 


ert Lotion anie chan critically re 
| large number of Stud 
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Rural development in bist it 


major part ot the labour power 
Yet their interests and needs d 
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r .. grand passion wore off; an enduring love 
and affection remained. And, at the end 
of the volume, a quieter and more like- 
= able Wells comes to the fore to say so, 
with none of the silly self-vaunting of the 

earlier sections. 

i It would be unfair to judge "H.G. 
— Wells in Love" on its own merits, which 
. . are slight. Discretion forbade that he 
_ should publish in his autobiography his 
. affairs with women who would have been 
۱ more embarrassed than gratified by the 

= publicity. His own wish was that it should 


۲ ۹ eventually be published as a part of the 
whole 







1 Seen as that, rather than as a separate 
. work, it is an intriguing and valuable 
` amplification of a dynamic, selfish and 
. remarkable life. 





_ Standards are looking up so smartly at the 
Royal Opera House this autumn that 
- London has suddenly become, once 
. more, one of the best places in the world 
to see and hear opera—especially if you 
can also take it in English (see next 
story). The low-water mark reached last 
season with Covent Garden's execrable 
"Aida" proved a blessing in disguise. It 
was so badly received that it forced the 
















On October 3rd, the Frankfurt Book 
Fair once again opens its doors to the 
world's publishers, agents, booksellers 
and librarians, not to mention a scatter- 
ing of the authors whose efforts make 
this jamboree possible. The fair has 
grown to vast proportions since its mod- 
est postwar debut, in a few sheds on the 
site where today's huge glass and con- 
crete halls stand. This year, the English- 
language publishers, who make up the 
largest overseas contingent, will be ac- 
commodated in the brand-new hall 4. 

There will be much running up and 
down the hall 4 staircases, as internation- 
al deals are mulled and clinched. The 
sight of grown men and women stirred to 
new heights of enthusiasm by the three- 
page synopsis of a novel in Serbo-Croat, 
or a couple of specimen "spreads" for 
the “World Encyclopedia of Contempo- 

Greenhouses" never fails to aston- 
ish. Probably more unsaleable books 
change hands in Frankfurt's six-day me- 
lee than in all the rest of the year. 

The real work of Frankfurt lies in 
completing rights discussions set up 
months before, in confirming interest in 
manuscripts exchanged and read during 

‘the summer, and in consolidating rela- 
tionships between publishers and pub- 
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house to look to its reputation. The result 
was first the magnificent new “Turandot” 
and now an imposing “Tannhãuser” from 
Elijah Moshinsky, with sets by Timothy 
O'Brien. Neither production might have 
been as good had other recent work not 
been so universally panned. 

Played on an oval stage, with a cyclora- 
ma that is skilfully lit by Nick Chelton to 
evoke the opera's frequent changes of 
mood, this “Tannhäuser” is grippingly 
realised. Except in the central song con- 
test, there are few props. This is a mini- 
malist production, rather after the man- 
ner that reigned at Bayreuth in Wieland 
Wagner's day. 

Venusberg, where Tannháuser's dalli- 
ance imperils his immortal soul, is physi- 
cally unrepresented but expressed 
through the erotic movements of a ballet 
by Sir Kenneth MacMillan accompanying 
the overture. 

Theologically “Tannhäuser” is a mess. 
What kind of Catholicism is it in which 
the pope sends a penitent packing and his 
salvation is assured only by a young girl 
imitating the Madonna and going to heav- 
en to pray for his soul? Elijah Moshinsky 
wisely sidesteps this bogus religiosity and 
concentrates on what really made Wag- 
ner itch—the two-way pull of sex and 
sanctity. It would be still more compelling 
were Venus herself more seductive. As 
played, however, by Eva Randová in a 
carroty coiffure—part punk, part fright 


lishing houses that have grown up over 
many years of mutual trust. A lot of the 
meetings to achieve this will take place 
outside the fairground, in hotel suites 
and private dining rooms. For a number 
of international book packagers, the dis- 
play of dummies on the stand is only the 
tip of the iceberg. Their major st ys 
lishers and privileged customers will be 
able to inspect their wares, in detail and 
at leisure, off the stand. 

This year's Frankfurt will be awash 
with computer books, reflecting the av- 
erage publisher's ability to spot a trend 
just after it has peaked. There will also 
be material of serious interest hawked 
around the corridors, not all of it com- 
peting for the Diagram Group's annual 

rize for the title that “most outrageous- 
y exceeds all bounds of credibility" (last 
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year's runner-up—"'Wife-Battering: a 
Systems Theory Approach"). 

The established packagers are show- 
ing new work from their old faithful 
authors, with Dorling Kindersley featur- 
ing John Seymour rusticity and John 
Hedgecoe photography, Mitchell Beaz- 
ley pushing more wine-lore from Hugh 
Johnson and more star-bore from the 
Parkers, Derek and Julia. In the go-go 
department, Faber is looking for world 
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Nary a lusty ditty from Wolfram 


wig—she is more a turn-off than a come 
hither. / 

Vocally the performance is uneven 
Neither Miss Randová nor Gwynetl 
Jones as Elisabeth has an especially pleas 
ing voice. Miss Jones turns sharp und 
pressure and becomes metallic at the ۲ 
of her range. Klaus König, however 
makes a vigorous, manly Tannhäuser ang 
there is a noble Wolfram from Thoma 
Allen. 

The splendour of this performance lie 






sales for its official biography of The 
Kinks, while Jonathan Cape offers “The 
Art of Zandra Rhodes”. Hodder and 
Stoughton's proposed official biography 
of Halley's comet will be upstaged by 
Michael Joseph, which has the typescript 
of a novel from Sir Fred Hoyle, entitled 
"Comet Halley". Hutchinson has a styl- 
ish first novel from Yehudi Menuhin's 
son, Elmer, and Chatto has Quentin 
(Woolf) Bells first piece of fiction, 
alongside Tariq Ali's more factual “Re- 
discovery of India". Bodley Head still 
has some translation rights for Graham 
Greene's 1944 novel “The Tenth Man", 
which it will publish for the first time in 
1985. Among the learned presses, Ox- 
ford will be showing proofs of its new 
"Companion to English Literature", to 
be published next April under the editor- 
ship of Margaret Drabble. Cambridge is 
already looking for partners in a world- 
ranging 1986 undertaking, "The Cam- 
bridge Encyclopedia of Language". 
Perhaps the most useful book of the 
fair is due from Andre Deutsch next 
autumn. “The Fixer" “takes the lid 
off the world of the intermediary, 
whose role, though vital to business 
deals . . . is va and morally ques- 
tionable". Mr K. Aburish's book is actu- 
ally about negotiations between the west 
and the Middle East, but it sounds like 
required reading in Frankfurt. 


Wimarily in the pit, where Sir Colin 
avis, conducting a modified version of 
me so-called Dresden “Tannhäuser”, ex- 
Is. From the strings and the brass (some 

it placed high in the boxes of the 


balcony stalls for maximum dramatic 
effect) he draws inspired playing. Orches- 
trally, this is a “Tannhäuser” wholly out 
of the ordinary, whatever its vocal 
shortcomings. 


english National Opera 
Fhe flop that never was 


he production at the London Coliseum 
¥ “Osud”, Janácek's fourth and literally 
lated opera, is no mere revival but a 
world premiere. Completed almost 80 
ears ago, it has never before been staged 

the form the composer intended. En- 

ish National Opera deserves all the 
medals going for bringing this impressive 
wore back to its rightful home in the 
meatre. 
Till now, it has been properly heard 
on record, on the radio and in the 
cert performance conducted by Simon 
Rattle last year. Attempts to stage the 
work in 1958—first in Brno and then in 
Kuttgart—can only be regarded as a 
ravesty, involving the recasting of what 
as taken to be an ungainly dramatic 
£ructure. This new "Osud" (which 
jeans "Destiny", or Fate") is the real 
ting. It is sung, though, in English: next 
ime, please, in the original Czech. 

From the vantage point of 1984, the 
ong neglect seems due at least partly to a 
ailure of critical perception. Convention- 
f wisdom has it that Janáček wrecked the 
pera's prospects by entrusting the libret- 
2 to a callow young girl, Fedora Barto- 
ová, who was a friend of his recently 
leceased daughter, Olga. What struck 
arly twentieth-century critics and musi- 
ologists, however, as uncouth, muddled 
nd incompetent, now begins to look 

ring and innovative. Modern audiences 







inemaScope before its time in “Osud” 
4E ECONOMIST SEPTEMBER 29, 1984 


accustomed to the films of Alain Resnais 
or Federico Fellini's “8}’’ should have no 
trouble with “Osud”. 

Like “8}”, it is about an artist failing to 
produce a work of art because of a writing 
block. Like many of Resnais’s movies, it 
is built around the interaction of past and 
present, with much use of the flashback 
techniques that have now become part of 
the vocabulary of cinema, but in the early 
1900s must have seemed baffling. The 
three acts of “Osud” span 15 years, but 
only the third is set in the present. Acts | 
and II are presented as flashbacks from a 
third act with which the audience is ini- 
tially unfamiliar. Actions with a bearing 
on the drama, and which took place even 
earlier than 15 years ago, are never de- 
picted but allowed to emerge piecemeal 
through the opera. 

Other aspects are equally bold. Re- 
member how startled audiences were, as 
late as 1960, when Michelangelo Anton- 
ioni in "L'Avventura" and Alfred Hitch- 
cock in “Psycho” killed off their heroines 
in mid-course? Janáček and Bartošová 
had done it in “Osud” more than half a 
century before. They are less successful in 
integrating the role of the jealous mother. 
Unlike the Kostelnička in “Jenůfa”, Mi- 
lá's mad mother is a shadowy figure, 
insufficiently developed for the key part 
she plays in Act II. And the third act, 
which fails to end with the dramatic 


“BOOKS PLUS 


thunderclap to which it has apparently 
been building, but dribbles off into anti- 
climax, remains a theatrical challenge 
that David Pountney’s production for the 
English National Opera, designed by Ste- 
fanos Lazaridis, has not fully met. 

In other respects, this is a most imagi- 
native staging. Recognising that “Osud” 
is, to some extent, a film before its time, 


Mr Pountney has taken full advantage of ` 


the scope for cinematic effects. The re- 
volving stage is divided by hanging cello- 
phane sheets to form several self-con- 
tained compartments. This enables the 
action to be broken down into discrete 
units. In the first act, set in a spa town, 
pockets of activity—a tennis match, seen 
as if in freeze-frame, for example—take 
place all over the stage. In the second act, 
actions occurring in three different 
"rooms" are visible simultaneously. The 
effect resembles the experiments in deep- 
focus photography pioneered by Gregg 
Toland in the 1940s and brought to their 
peak in “The Best Years of Our Lives". 
By revolving the stage, the catastrophic 
accident at the end of this act (“like a bolt 
from the clear sky"), in which Milá and 
her mother perish senselessly, is seen first 
head-on and then in reverse angle to show 
the effect on the husband, Zivny. 

The opera is strongly cast, with Philip 
Langridge and Eilene Hannan in firm, 
expressive voice as Zivny and Milá. Mark 
Elder conducts with a sure grasp of the 
way, even at this early stage in his career, 
Janáček was constructing almost sym- 
phonic operatic scores from an accumula- 
tion of tiny musical cells. Now that this 
work has been revealed as far more than 
the amateurish wash-out of legend, 
should it not be added to the Janáček 
opera cycle recorded by Sir Charles 
Mackerras with the Vienna 
Philharmonic? 
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Seeking a. a career move which will broaden your 
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racing. UK Tp advising some of the country's 
ccessful and innovative enterprises. 
0 our Consultants, you'll be working with a 
range of public and private sector clients, helping — 
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i. and implementing programmes and projects to 
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The Health Authority is responsible for the provision of health 
care services to a population of 3} million people in Yorksh 
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It allocates funds to 17 District Health Authorities for runnin 
local services, designs and builds new premises, including ma 
hospitals, and seeks constantly tà: review and improve Service 
delivered to its population. 























We now wish to mount a major drive to develop our colle: 
and analysis of information regarding the SM qu 
nature of services provided. ۱ 


The Authority wishes to appoint a manager to le a sust 
effort to improve the relevance and quality of infor mation 
will head a small team of st ff engaged the routine pro no 
of statistics, but more importantly will work closely with a Wide 
range of professional colleagues with skills in the clinical, 
financial, manpower and general managerial fields. Our aim is. © 
the i Saas use of numerous information systems to: achieve “Ae 
this en ug 








The person appointed will be a successi s manager ‘already. He ۱ 
will have experience in one of the numerate disciplines with و‎ - 
relevant degree or professional qualification. He will be well - 
experienced in working alongside or directly controlling — = = 
computer systems and will be able to demonstrate success in - 

motivating others and innovating new projects. 





informal telephone ss ada to Mr C. G. Taylor—Harrogate _ 
65061. 


Application form and job TUM available from and. tibe 
returned to the Mi uu Personnel Officer, Yorkshire Regional - 
Health Authority, Park Parade, Harrogate 1101 SAH. 

Reference AC 141. Closing date 24 October 1984. 


` Midtown! East 2 
Landmark Streets: 
Full floor 1 bedroom apt s ۱ 
burning fire places $2, ۳ 
Studio/Offic 


ioni ane. or dw bedroom ‘suites 1 ۱ 


er و ضبن‎ VAT. . 


: Does jnlormetion research cause you t 


: problems ?—it need not. . 


- Up to date, comprehsnaive and con || 


- «| dential service, write to: 
s] MLA. Vince, ا رن یووم یمن‎ 


| Coventry Cva 7AH 


| Tei 0203 419737 (24 hours). | 


ba El, 000,000 paid üp » cafital 
+ fi e Nett worth of £3.5 Million; 
-o Y * Totally British company; — 
i UK. owned, controlled and 
registered; . : 
| * Over 10 yrs continuous 
| Operating experience; - 
| + 20,000 container T.E. Usim | 
day to day n ment with — 


an international management ` Bu 


team; 


i * Quarterly income payments; 
L* A nd Tun efficient. 


23-YEAR-OLD POSTGRADUATE with 


agrees (inc Computing) one 


tt ‘year's | industrial management experi- 
ence ind highly motivated, seeks chal- 


ng office job-in UK or Overseas. 


à que to Box 3387, The Economist 


w وج‎ 25 St James's Street, Lon- 


۳ HANDWRITING ANALYSIS 


Suspect Documents: ExaminerofForged/ | | 


Anonymous writing. 


IE Also Personnel/Character Assessment, 


P. Lavell 
و‎ Village Close, London Nw 5AH. 
" Tel: 01-794 6 


| I WESTCOAST 


| Difect and. mana e investments. eal | 


| Estate, Business, Venture Capital, Secu- 


tities. Repeal of withholding tax greatly 
benefit foreign investors for safe, extra- 
ordinary gains. Strictly confidential. 
Hallmark investment s Calomnia 
| saa (t d 214, Cypress, California 


= T THE COST OF _ 


| YOUR STAY IN LONDON 


| Take a furnished, self-contained, service | | LL 


| apartment in Knightsbridge, near Harrods. 
| Fully equipped kitchen-ditiette, bathroom, 
phone, colour TV, central heating, elevator. 


Suit 1-2 persons. Brochure by airmail. 


je Service Apartments 


45 Ennismore Gardens, LONDON SW7 


Tei: 01-584 4123 


i 
LJ 
r i di 


ERRARE TRETEN, TIR 
P TERREA 


ilh نا‎ RANSPORT LIMITED 
y. Landon WIR 7HD 


| FURNISHED = 


No VAT. زب‎ ces Stic fiers Church 
Lane, St. Sampson, Grano G1. Tel: 


0481 “49773. Telex: so me 


ENGLISH. Intensive. private coachin 
by an EFL-qualified tutor (English 
Foreign Language Teaching. > | 
of the Royal of Arts). £15 a 
hour. Mrs A. Taylor, 01-341 7882. 


: HELP. Third world student seeks pane: L 
factor to help with her education. Box. | 
3385, The Economist Newspaper, 25 | 
| St. James's Street, London SWIA |. pm 


1HG. 


CONSIDERING BUSINESS. 


EXPANSION IN EUROPE? 
tam a young weil qualified Business Manage! | 
with a background in factory en peering. | 
speak fluent italian, German and 
have a working knowledge of. Ais P dais 
like to work for companies wishing. iol and | 
their production into Western Europe. Please - 
contact me, Ren "a. 6. oid Park, 
North Harrow, Middlesex until the r^ 
October, theraafter Via Ai 
CAMA, Switz — 


all purposes in West Germany? — 


Here we are! Management Consultant, | 


| M. Junghans, Herman-Brill Str 8. p- | 


| 6200 iesbaden. NNNM 06121- 
467728. 


1| | inAsiaor Australasia and ar 
`. willing to promote the world: 


most influential weekly, the: 
‘he Economist will reward 


00۱ you need a rE direst te for In To ۱ London SWIA 1 IHG 


Economii E 


NEAR à MONTREUX J 


| Foreigners rs can n bay: U LUXURY CHALETS trom 


| SFr235,000 ۱ komo SFr325, 000 





; In August Italy's UDI rate was 12. 7% 
in August, 1983), and Belgium’s was 15.6% (up from 15.4%). in 
c has the highes J inemployment rate in our table, industrial production 7 
۱ July, to a level 4.2% higher than a year earlier: Dutch retail sales fell by jnterational Coffee. Organ 
„to a level 4.9% lower than in May, 1983. Retail sales grew by 1.1% in The. attempt to. set expo 
he year to May (compared with 4.096 in the year to April), and by 2.896 in prices for the 1984- ) 
erla din the year to July (compared with a fall of 1.696 in the year to June). start next week. Co 
"HE for.a global quota of 62r 
o gnp retail sales unemployment 96 rate Kioa) and an extra: em i 
i mer e ` 8mthst . {year 3mthst 1year latest year ago 


4 (5) LIA +19 3 +28 + +28 8 PH 402 . 


L me. s ۲ Ec 18.4 Producers Want a quota n 
. f JA KH ` 
+ 28 3) ; | 7739. as a 10-cents rise in the 


range, to 130-150 cents ¢ . Th 
and the United States want the 


! 127 127 (6 
dg Wu : — iiL 28 unchanged. 
+ 3 Da 95 +50 )3( -75 1.12 34 $ 4. 1980-100 | | 
C220) ~ 37 +26 (6) + 42 24 (B m 22 op Sep p2 one z 
+ 9.5 (8) +76 +7.6 (6) +126 5 (7) 75 (8) ۱ ۱ prov) month _ 
| ۱ | مسبت‎ ! Dollar index 
Ali items — 


۱ | AND WAGES America’ s 12-month rate of consumer price inflation went 
0 rom 4.1% in July to 4.2% in August—not quite overheating yet. In the year to 
Aay, wholesale prices went up by 4. 7% in Australia (compared with a rise of 4.896 
3 year April), and by 6.696 in Holland (compared with 5.996 in the year to 
۱ the year to June, they went up by 13.4% in France (compared with وتا اس‎ 
96 in the year to May), and by 8.2% in Sweden (compared with 8. 6%). وا او‎ 
changa t annual rate . Industrial 
Bee l ices* wholesale prices* : wages/earningst All 
3 mthst 1 year 3mthst 1 year Nia’ 
) + قفا‎ +47 e +152 12, | Metals 
۱ ۱ + 74 )8( ۰۰ 8 : Y + 6. + Bj Ail tems 
cure tog +47 9 + 2.2 _+ 3. 1 ۱۳ Food 
olland 06. 28 ۱ ۱ i 


industrials . 


4 TOE } 11.6 LER oos URP S 
à. n2 — £028 102 "C820 — — Wwe 
+ 8 29 + 21.8 M d wi 
۱ 7 مب‎ 13 + 61027 
+63 )8( +41 © +75 (7 
+ 20 (8) + 26 | + 33 (B) 
wiz month ings; Belgium, 
RES. EET inna r ng 


Britain's trade: — | وه‎ he A 
by category, 1983 (%) 


Exports fob | 
۳ "m Total: 
: : Current -account * $92.0bn 
balance یت‎ Te DRE ON 
F Machinery 
oak Other 
equipment manufactu 


Imports fob Ux i tote 
Total: وود‎ 
593-1 

Exports 


4 Trade balance 


imports 


SOURCES: وی‎ of Trade and industry OECD _ 


۱ "seasonally adjusted except Whore erem stated. "Not. seas. adj. FA! vorage of pm 3 
t annual rate. n.a. Not available. Small figures i in brackets denote month of indicator. — 








^ en more—8. 9% of its im- 
the form of tourists’ spend- 
a magnet fof tourists itself 
naged a surplus of $2.2 
3 relied most heavily on 

with receipts equivalent to 
96 of exports, but in absolute 
IS it earned less than Holland. 



























tourism 1983. 





year | before, Broad moneta EMI slowed i in Swedetii in ora 


L Money supply interest rates % p.a. (Tuesday, except bonds which are previous Friday] 
% tise on year ago Money market Commercial banks . Bond yields, اه‎ ta 
| Narrow PORE Overnight 3 months Prime Deposits Govt Corporate Depo sits Bonds - 
(M1) | . lending 3months long-term ‘months: — 
| Australia £114 +111 (7) 1050 — 1135 13.00. 1105 1365 ° 1465 10.82 1255. 

| 

| 

f 

| 





". Germany | 












“Britain f 
Belgium s+ 59 +10.7 (3) 10.50 1100 1425 1075 1198 1197. 

Canada. -~ 05 + 3.5 (8) 1250 12.05 06 10 1270. .1272. 

Frame — t INE 28+ 96 (@) 1125 "1100 1200 31100 1188-13. | 
WGermany + 10 + 34 (B) 555 585 800 532 . 349. : TOO 550. 
Holland — « 22 + 69 (6 §63 613 800 619 828 | 

Haly — —— *137 +129 (5 1725 — 1763 1700 11.550. 15.62 1 
Japan +28 + 77 7 : 6 63 550 350 REI. ME 
Sweden o na | 13 


. Austria f 





















: Switzerland ۱ 








As % of 





+ 25 (7 





UK +148 + B2 (B E ۳ —— 3 10.85 


USA + &6 + 96 (8) 1063 1080 1275 1080 1235 1365 1150 CT : 
Other key rates in London 3 mth Treasury Bills 10.195, 7-day interbank: 10. 695, Slearing banks 7-day notice 7 lA. 





| 
Eurodollar rates (Libor): 3 mths 11.695, 6 mths 11.8%. ۳ mE x 
| 1M2 Australia, Canada, Switzerland. USA, W. Germany, 173 Japan Ma. I “Cis UK EM3, Definitions OF Dire ni 












poate available on request. Sources: Chase Manhattan, Chase Econometries, Banque de Commerce (Belgium), Nederla 
redietbank, Credit Lyonnais, Svenska Handelsbanken; ANZ bank, Credit: Suisse First Boston. iios Fates are indicative 
“Source: Unie ien Bank kof Switzerland and cannot be construed. as offers by ! ۹ ih 


E مسرب یمرج‎ RATES mS ANC D. ) RESERVES The dollar fell back "slighty 1 on 1 vee 1 > a St mo 
currencies. Britain's visible trade deficit increased to £568m ($746m) in August; as a result, Britain's c 'ent-acc 
.moved from a surplus in July to an August deficit of £318m ($418m), and its 12-month cumulative surp Was 2.6 bil 
visible trade deficit was $395m in August; Italy's was $1.0 billion in June. Dat 
Trade balance** current- currency units per $ 3mth forward rate Trade-weighted ۱  dürendy Gnas " foreign reservestt © 
$n ۹ account a rate. 7 a a, Sha ON 4 $bn WIND m 
e balance | . c. . Discount/ | a Lb dee LAG 
latest — latest 12 2. 0 ^. premium m) x ids 
month ۰. monti "latestt2 mths latest — yearago — per$ .. ۰ ۰/8 latest . year d 24 
FI یسب‎ E: ENDS RS Prem 0. 56. 8118. eS. 18. E 
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There's a whole world fu 
5f capable electronics firms. 
3ut exports still account for 
of our semiconductor sales. 





E a e r‏ ن م ن تھ ي چە 








TELEFUNKEN electronic is a subsidiary of AEG-TELEFUNKEN 
and United Technologies Cooperation (UTC). ۱ 
This cooperation guarantees our company continuous access 
to the state-of-the art, worldwide technology of both 

parent companies. Our product range includes optoelectronic 
components, transistors, diodes, integrated circuits, 
subassemblies, film circuits and foil switcher. We will be glad 
to provide you with detailed information. 

Please send for our 16-page company brochure today. 






TELEFUNKEN: 


Creative Tech nologies 





Theresienstraße 2 ° D-7100 Heilbronn/West Germany 
. Telephone (07131) 882-423 
" Telex: 7 28746 tfk d 





Integrated Action: 


Superb coordination among mem- 
ber companies enhances 6 
Groups capabilities 
Lucky-Goldstar companies 
combine their expertise in chemi- 
cals and fine chemicals (even bio- 
engineering), electronics and tele- 
communications, energy and re- 
sources, construction and engineer- 
ing, finance and securities, and 
many other important fields. 





Healthy Growth: 
Lucky-Goldstar has grown steadi- 
ly during the,37 years since its 
establishment—even in times of 
worldwide recession 

Sometimes the growth has 
been surprisingly great. For exam- 
ple, Lucky-Goldstar International 
Corp. grew 43% in 1983—more than 
any other Korean general trading 
company. 





Financial Soundness: 
No Korean business conglomerate 
can claim greater reliability in its 
financial dealings than Lucky-Gold 
star 

And we can back up this claim 
with hard facts, including its acknowl- 
edgment by world-renowned banks. 
Lucky-Goldstar has time after time 
proved its trustworthiness. 





4 LUCKY-GOLDST, 


Chemistry Lucky, Ltd. O Luc 


Electric CO Goldstar Instrument & Electric () Goldstar Precision _)Shinyeong Electric 

Refinery Korea Mining & Smeltino Construction and Engineering LJ Lucky Development | 

Korea Insurance C] Busan Investment & Finance _) Goldstar investment & Finance Trade and Distribution L Lu: 
Foundation CI] The Yonam Education Institute Sports LiLucky Goldstar Sports 





ky Continental Carbon Electricity, Electronics and Telecommunications sta C 
Goldstar Semiconductor L)Goldstar Alps Electronics Energy and Resources LJ Honamt 


Successful Partnership: 
A dozen of Koreas top joint ventur 
are Lucky-Goldstar companies. 

You're already familiar w 
many of the names that have joins 
with Lucky-Goldstar to achieve sor 
of Korea's biggest successes—naa 
like Caltex, Western XM 
Siemens, and Hitachi—there 4 
many more. 

Lucky-Goldstar is also part 
ipating in some pretty impressi 
enterprises overseas, too, such as t 
Saudi Basic Industries Corp. 


An Eye to the Future: 


In some fields, Lucky-Goldstar is 
pute as much as 6-7% of Sales 

ack into research and develop- 
ment. 

The groupwide average for in- 
vestment in research is 3% of sales 
and going up all the time. (That’s 
pretty good when you realize that 

p Sales for 1983 reached US$7.5 

illion.) In such important new 
fields as computers and genetic 
engineering, the figure tops 6%. 





۱ There are a lot of people in a lot of countries who 
| already know that if you're looking for a reliable business 
| relationship in Korea, Lucky-Goldstar is the place to look. 

To find out more, contact Lucky-Goldstar Interna- 
! tional Corp., 537 Namdaemun-ro 5-ga, J , Seoul 100, 
| Korea. CPO Box 1899. Phone 777-8097. Telex LGINTL 
| K27266. Cable FOURCLOVER SEOUL 


We've got it together. 





Goidstar Co., Ltd. O Goidstar Cable O Goldstar Tele-Electric (J Goldst 
Lucky Engineering Insurance, Securities and Finance O Lucky Securities LIP 


ky-Goildstar International O Hee Sung Public Service J The Yona 


